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Nores oF THE EVIDENCE TAKEN BEFORE THE SELECT COMMITTEE OF 
THE House OF COMMONS APPUINTED “TO CONSIDER AND REPORT 
UPON THE RESTRICTIONS IMPOSED AND PRIVILEGES CONFERRED PY 
Law vupoN BANKERS AUTHORISED TO MAKE AND ISSUE NorxEs IN 
EnGuanp, ScoTLanp AND IRELAND RESPECTIVELY.” 


Hovse or Commons, Thursday, June 17. 

The Committee resumed their investigation this morning, under the 
presidency of the Chancellor of the Exchequer. The other members present 
were Mr. Anderson, Mr. Backhouse, Mr. Balfour, Mr. Campbell. Bannerman, 
Mr. S. Cave, Mr. Beckett Denison, Mr. Orr-Ewing, Mr. Goschen, Hon. 
E. F. Leveson-Gower, Mr. Hubbard, Mr..Kavanagh,.Mr. Sampson Lloyd, 
Sir John Lubbock, Sir Graham Montgomery, Mr. Mulholland, Mr. Mun- 
della, Mr. Norwood, Mr. W. Shaw, Mr. Torr, and Mr. Hussey Vivian. 

Mr. SEEBOHM, partner in a private bank at Hitchin, who was under 
examination on the last day, was recalled, and gave some explanation in 
regard to some points in his evidence upon which he thought some little con- 
fusion might exist. He said that, understanding a deposit account as one 
where money was lodged at interest for safe keeping, and against which 
cheques were not drawn, and. understanding a current account to be an 
account where moneys were deposited generally without interest or at a 
small rate of interest, and against which cheques were drawn, he thought 
the difference between the old banks of issue and the new joint-stock banks 
would be this—that the new joint-stock banks had gone into the line 
of business indicated by the term deposits, whereas the old banks of issue 
whilst they had cultivated the business connected with current accounts, 
had not thought it right to stimulate so largely the deposit branch of 
their business. He thought it would be seen that there was a very great 
difference at any rate between private banks and large joint-stock banks 
with a large amount of capital, and that it would not be wise for private 
banks to try by offering high rates of interest to attract the very large 
funds which the joint-stock banks obtained, 

Mr. AnpERsoN—In the event of a panic, it would be dangerous for a 
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private bank to be largely in deposit business —I meant that the feeling 
of private bankers with regard to the business of banking is this, that they 
are the custodians for the convenience of the public of the loose moneys 
and balances of the public; that they are not for permanent investments ; 
and that it would not be safe for them to go largely into that branch of 
business, whieh practically comes to holding money by way of investment. 

Sir J. Lussocxk—That opinion does not rest merely upon the question 
of the difference in capital, it is a general principle 7/—I should not like to 
give an opinion as to how far it was justifiable in a large joint-stock 
bank to go largely into that class of business. I think it wotild be 
very unjustifiable for private banks as a class to stimulate largely that 
class of business. 

In reply to Mr. Backnovusg, the witness then substituted for an answer 
he had previously given a long detailed statement, the effect of which was 
that the arrangement as to 1 per cent. made with the banks which had 
given up their issue and taken in its place the issue of the Bank of 
England was intended by the Act of 1844 to continue as long as the issue 
of the Bank of England continued. 

Sir J. Lussock—In your opinion the business of bankers should be 
divided into two main divisions—first, the receipt of money from some 
customers, which is then re-lent out to others at different rates of interest; 
and secondly, keeping accounts and collecting the cheques and bills which 
they receive in the course of business, and on the other hand paying the 
cheques and bills which they themselves have to pay to their customers ? 
—Yes. 

And the latter part of the business, in your opinion, is quite as impor- 
tant as the former ?—I should say rather more important. 

When you receive cheques from other bankers for payment, do you make 
any charge for commission !—They pass through the clearing without 
payment. 

And you can collect drafts drawn upon bankers through the country 
clearing free of commission ?/—Yes. 

But if you receive a cheque drawn on any Scoteh bank, you are then 
subject to the Scotch charge of commission ?—Yes; in faet the Scotch 
banks make the English banks pay them a commission on all such 
transactions. 

Can the English banks under existing circumstances help paying that 
commission to the Scotch banks ?—I don’t see that they can ; the monopoly 
of the Scotch banks places them in the position of saying that all cheques 
drawn on Scotland that have to come to Scotland for exchange can only 
be exchanged by themselves, and therefore they have the power of 
putting any commission that they choose upon them, provided that they 

e amongst themselves and act in coneert. 

If the Scotch banks were gradually to extend themselves over England, 
such transactions would become more numerous than at present in your 
part of the country /—At present they are exceedingly small; but I 
suppose the tendency would be that they would increase. 

In Cumberland, for instance, where the transactions are more numerous, 
these considerations would be of considerable importance?—I think 
they would have a tendency to drive to Scotch banks English customers 
of the English banks who had transactions with Scotland. 

The privileges which the Scotch banks enjoy act in a very different 
manner from the enjoyment of a mere subsidy from the State ?— 
Entirely so. 


In fact, the privileges enjoyed by Scotch banks enable them to levy 
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a tax upon the English banker upon every transaction that one of his 
customers has with Scotland /—Yes, of course. A subsidy would pio tanto 
have the effect of giving the bank subsidised some sort of advantage over 
a bank that was not; but in the case of Scotch banks the real advantage 
is that the subsidy is not only a subsidy, but one which has enabled them 
to make themselves into a monopoly. 

When Parliament gave these advantages to the Scotch banks, it clearly 
was the intention that they should confine their business to Scotland, was 
it not ?—I think the whole range of the legislation with regard to 
English and Scotch banks seems to assume that the Scotch banks would 
not think of banking in England. I think it would be entirely impossible 
in England to have anything like uniformity of charge, because charges, 
like other things, shuuld follow the laws of supply and demand; and in 
districts where, for instance, capital is in very great demand, the local 
capital would naturally command a higher rate of interest. Again, in 
districts where the transactions are very large, and involve considerable 
risk, the charge for commission must necessarily be larger. 

Mr. ANDERSoN—You gave some evidence about Bank of England notes, 
and I think you said they were only payable at the branches at which they 
were issued /—There is a clause in the Act of 1833 on the subject, which 
practically, I believe, has fixed the practice that they shall be made pay- 
able at the branches at which they are issued; but my answer had refer- 
ence to the practice of the branches of the Bank of England only to cash 
at the counter without charge those notes which had been issued at the 
branch itself. 

Are the notes issued at the branches a legal tender all over England }— 
I am afraid [ cannot answer the question. 

Are the restrictions carried out in practice only, or is it a legal power ? 
—lIt is carried out in practice. My evidence on that point was not in the 
slightest degree intended to raise any point of complaint against the Bank 
of England, but [ simply introduced it by way of showing that a single 
issue, so far as I could see, could not be payable everywhere. 

Is it not an extraordinary arrangement, in your opinion, that notes 
which are only payable at one branch iu some small locality in the country 
should be a legal tender all over England ?/—I hardly like to answer that 
question without first ascertaining that it is so. 

You have ascertained that it is so in practice, and it would hardly obtain 
in practice unless it was according to law, would it ?—My impression is 
that there is no distinction between the issue at the head office and the 
issue at the branches, 

If I have formed a correct opinion of your evidence, the tendency of it 
is that the Bank of England issve would be an insuflicient currency for 
the country; is that so?—For local purposes, unless some means should 
be devised to make it as exchangeable as local issues are required to be, 
for the convenience of the public, and I stated that Ido not see myself, 
after considering the question carefully, how that can be done without 
very great expense, 

I think you said that in country districts a man had to write his name on 
the back of a Bank of England note before it would be taken ?—I men- 
tioned it as evidence with regard to the liability of forging Bank of England 
notes. Asa matter of practice in the country, a Bank of England note is 
more open to the risk of being forged than a local one, and that is shown 
by the fact that persons care to know from whom they take it, and write 
the person’s name on the back of the note. 

Nobody has a right to demand that, before taking it, the person present- 
ing it should endorse his name on the back /—Certainly not. 
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Do you think the same objection would apply to a State issue }—I think 
that in.so far as a. State issue is a single issue, it would be open to the same 
objection, unless arrangements could be made for the exchangeability of 
notes in the country, which it seems to me would be very expensive. In 
fact I fail to be able to see how it could be done, except through the agency 
of the local banks. 

You have also stated that in the case of banks having their issue taken 
away, compensation would be an unsatisfactory arrangement /—It would be 
an unsatisfactory arrangement, because it would inflict pecuniary loss upon 
the small traders, and in that way discourage small transactions. 

And if. it were carried:out on the terms: of: the Bank Act, would it not 
also-deprive the country of two millions of issue ?—I don’t think I quite 
understand your question. : 

Is it not the case that the Bank of England is permitted to take up the 
issue of a country bank, and that it is only allowed to extend its issue to 
the extent of two-thirds /—That is so. 

And the present issue is about six millions, so that if the Bank of Eng- 
land take it up they could only issue four millions; therefore the country 
would practically lose two millions of currency }—I think the country would 
not lose two millions of currency. 

The use of it ?—It would lose. two millions of capital; but I think the 
law. of. supply and demand would.soon supply the capital if that two mil- 
lions were taken away.. 

You further state that the issuing banks accepted. the Act of 1844 as a 
settlement. Was it not forced upon them ?—I should say that the general 
feeling with regard to the Act of 1844 was that it was a very fair arrange- 
ment to make, and the Act of 1844 was carried in Parliament by a very 
large majority ;. and I should think that fact in itself is evidence that there 
was not a very strony feeling against it, 

What licence have you to pay to Government for carrying on banking-? 
—We pay no licence for carrying on banking, except that portion of banking 
included under the terms of issuing notes and drafts on unstamped paper. 

On that /—We pay £30 for every branch, and we also pay a composition 
on the notes and drafts. 

You pay £30 for every branch you open ?—-The. bank with which I am. 
connected having four branches and a sub-branch open only two days a 
week, which nevertheless requires a licence, is paying for its-five branches 
£150 a-year, which is equal to 10s. per cent. on the average issue, and 
the composition is. 7s. per cent., so that our present tax is 17s. per cent. on. 
issue. 

But part of it isin the form of a £30 licence for each branch offce 1— 
Yes, the head_office being. included. 

Then the evidence-which we have had from the’Cumberland Union 
Bank to the contrary effect is a mistake ?—-My recollection is not per- 
fectly clear as to what the arrangement was; but I know that up to a 
certain period. there was only a charge-for four branches, and then 
for a certain time banks were allowed to increase the number of their 
branches without paying any additional. licence, 

Ithink you said that you would: not fear competition if issues were 
made free to other bankers ?/—Simply from a banker’s point of view, I 
should not; but at the same time I should deprecate the extending of 
issues without some sort of limiiation. I don’t think it would be wise to 
have a great number of issues in each district. 

What would you say about an issue of £1 notes?—I should object to 

- the issue of £1 notes upon grounds of public policy. 
Would you state these grounds }/—The historical position of £1 notes in 
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England is, I think, the great reason that I should go upon. It is a mis- 
take to suppose that £1 notes were for the first time abolished in 1826; 
they were abolished long before. As early as 1775 the Act of Geo. HI., 

c. 51, recites in the preamble that “whereas various notes, bills of 
exchange, and drafts for money for very small sums have for some time 
past circulated in Great Britain, to the great prejudice of trade, &c.,”’ and 
therefore all notes under 20s, were declared to be void ; and then in 1783 
there was a further. abolition of nutes under'£5, under the terms of an 
enactment which stated that all promissory notes between £1 and £5 
must be payable to order at not less than twenty-one days’ date; and 
those two Acts constitute the first abolition of small notes in England; 
and it was not util the suspension of specie payments that these Acts 
were interfered with, and then care was taken to prevent their suspension 
from being a revival of the system of £1 notes. The Acts were sus- 
pended first from year to year, and after that till the end of :the-war. 
During: that period, the effect of these Acts was suspended, and £1 notes 
were allowed in the interval. Then, in 1826, after a period of the sus- 
pension of specie payment had been got over, the legislature—I think 
wisely—resorted again to the re-abolition of notes under £5, and so it was 
continued to the present time. I think the habit ef England has now 
become so connected with doing small transactions in coin that it would 
be a great pity to interfere with it. 

It is only because they have been out of use for a great number of 
years that you think it would be inexpedient to revive them ?—I imagine 
that the real reason why they were abolished was the danger of the gold 
going out of the country in case of a war or a foreign drain; and the 
practical difference between having £1 notes and gold is, that in case of the 
suspension of specie payments at any future time, the country which has 
a gold currency would have a larger amount of gold in its-coffers than the 
country which has an unlimited issue of £1 notes. 

What do you estimate the gold circulation at‘1—About £100,000,000. 

Is there not a great loss of interest /—I think £100,000,000, with the in- 
terest, is nota very large price to pay for the currency being in its present 
position. The same thing might be said of the money held in re- 
serve by bankers. 

Do you sustain any loss from light gold /—There have been times when 
we have done so, but not recently. 

‘ Would the Bank of England charge you for all light sovereigns you 
sent to them ?—We should only send up those which were of full weight, 
and we should keep the light ones in the country. 

You take out only the-heavy ones, and leave the light ones floating 
about the country 1—I suppose we should practically do that. 

But if you do not send up a considerable quantity, the quantity sent up 
by the aggregate of bankers must be considerable ?—I should say there is 
a quantity of light coin that does work for a time in the way I have 
described. 

Do you not think that-that constant loss in light weight gold is.a great 
inconvenience and loss to the country 7—It is no doubt a great incon- 
venience and loss-to the country. 

Would that be saved to a great extent by the use of £1 notes ?—I think 
not; because the expense of the notes would, to.a great extent, counteract 
that. 

Do you not know that a late Chancellor .of the Exchequer put down 
the loss on light gold at half-a-million sterling ?—I do not remember the 
figures; the loss would, no doubt, be considerable. 








142 Banks of Issue. 


Mr. Bacxnovuse—The minister referred to said the life of a sovereign 
was nineteen. years. 

Mr. AnpERSoN—You say that private banks of issue can come to London 
and open offices here without using their issue /—1 believe that, as the 
restrictions are simply imposed on joint-stock banks, private banks have 
the right to ccme to London; but that right has never been exercised, 
and J do not think it has ever been contemplated. 

Would you have any objection to extend that right to joint-stock banks 
also ?—There are reasons which would make me sorry if that were done. 
I feel very strongly that anything which destroys the present local cha- 
racter of banking, would be a disadvantage to the public, and I think one 
of the great object'ons to the policy of the Scotch banks coming to London, 
and being followed by the larger English banks is, that we should no 
longer have local banking, but a system of central banks in London, with 
branches throughout the country. 

Then you approve of the present restrictions ?—I will not say exactly 
that; but I think on the whole the existing system does not work 
badly. 

Have you any suggestions to make as to the general state of the restric- 
tions on banks of issue, supposing there was to be a reversal of the present 
policy, or a reconstruction of the policy of the Bank Act 1—The specula- 
tion is so vague that I can hardly venture to answer the question. 

Have you no suggestions to make as to the restrictions you would wish 


to get rid of ?—No,I think not. The only restriction I object to is one . 


which I think is unwise, though it is not of great importance, I mean the 
restriction to six partners. I do not see any justification in reason for it. 

Do you object to the restriction which prevents you from exceeding your 
authorised circulation ?—That does not affect banks like mine, which are 
very much within their authorised issue. 

Then you do not wish for a change in the direction of the Scotch and 
Irish systems and of allowing any amount of issue as long as there is gold 
at the back of it ?—I do not. 

Mr. Den1tson—Take the Bill of 1865 and read the 5th section. It pro- 
vides, I think, that banks shall pay £2. 5s. per cent. on the notes circulated 
by them. Do you know what objection was taken at the time to that 
clause ?—The objection of the bankers was twofold ; first that the tax was 
too large; secondly, they objected to any definite term being put to the 
date of their issue. Their feeling was that its continuance ought to be 
left indefinite, as in the case of the Bank of England. 

Then the cbjections were taken on totally different grounds to those 
which were contemplated in this clause—that is, the restriction as to six 
=— was to be done away with, and also the limit of sixty-five miles round 

ndon ?—That Bill was brought in by Mr. Gladstone, in order to pre- 
vent the National Provincial Bank of England from having to give up 
its issue. They stated that rather than give up their issue they would 
be willing to pay £2. 5s, per cent. 

And you think that ifthe tax on notes had not been so high, and if the 
limit of 25 years had not been put to the issue, they would not have met 
with any objection /—When the bill was in its revised form, a portion of 
the bankers withdrew their opposition to it; but it was on the understand- 
ing that the end of the term should be left indefinite, and was not to come 
to an abrupt end in the year 1890. 

Mr. MuLHo.ttanp—You fay your issue is not up to the authorised 
amount, Does this arise from there not being a demand for it /—Yes; 
that is one way of stating it. 
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With you it does not arise from any fear of incurring the penalties 
imposed if the issue is exceeded ?—Not in the least. 

Do many of your notes circulate a great distance from your district ?— 
We can’t trace our notes, as they come back to us in parcels from our 
London agents. 

Can you form any opinion from the notes presented to yourselves as to 
whether those notes travel far in England?—I should say that as a rule 
they are confined to their district. Occasionally a trader will take our 
notes to another part of the country. Even then they are returned to 
us in the course of the next week. 

If the issuing banks outside the 65 miles’ radius were allowed to come 
to Lon:lon, would their issues be likely to come withiu the 65 miles’ radius 
in consequence of their having a branch in London ?—I should say they 
would to a certain extent. 

Do you think that would be of any importance ?—I think a good deal 
would depend on the character of the bank. Ifa bank had a number of 
branches all over England, and a head office in London, the notes would 
follow its branches and probably come up to London. 

In your evidence you said that none but local issues could be readily 
exchangeable, but are you aware that in Ireland notes are payable at all the 
branches ?—That is so in Ireland, but the larger notes are changed, not into 
gold, but into £1 notes. 

There is, however, a difference in Treland, where the notes are legally 
payable at all the branches ?—So I understand. 

One of the reasons that you gave for preferring your system of banking 
to the Scotch system was that in Scotland there was a uniformity of charge 
and that in England there was not; and the illustration you gave was that 
when there was a scarcity of capital in any district, the local capitalists 
would be able to charge more. But is not this a disadvantage to the 
trade of the district —I think not toany great extent, because it probably 
is not the restriction of capital in the banks which makes the rate of 
interest higher or lower, but rather the demands of the town itself. 

Sir J. Lussock—I may have misunderstood you, but I thought you 
meant to say that you considered the business of a certain character rather 
more risky than other business, and that consequently a higher rate of 
interest was necessary in certain cases /—That is so. 

Then it is not the difference in the amount of capital, but the difference 
in the character of the business /—Just so. 

Mr. Mutuottanp—On the whole, the only advantage you see in a 
paper circulation is the safety and convenience of carrying it about. You 
lay no stress on the saving of capital ?—I lay no stress on the saving of capital. 

Mr. Orr-Ewine—You state that the circulation of gold in England 
would be: about £100,000,000’—That is the estimate which has been 
mentioned. 

Do you know on what data the estimate is formed ?—I am not prepared 
to state that; it is the impression I have had in my mind. 

What is the circulation of bank-notes in England ?—The total circulation 
of notes in England, including those of the Bank of England and the local 
issue, but not including the notes in reserve in the Bank of England, is 
about £31,000,000. 

Then that would make a circulation in England of gold and notes of 
£131 ,000,000 —Yes. 

Are you aware what the circulation in Scotland is ?—The circulation of 
Scotland, I suppose, is £5,500,000 in notes. I do not know how much it is 
in gold, 
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Do you think, with this fact before you—viz., that the circulation of 
Scotland is under £6,000,000—it is likely that the circulation of gold and 
notes in England amounts to £131,000,000?7—I cannot answer that 
question. 

The population being seven times in England what it is in Scotland — 
That brings it up to about forty millions. 

Do you thivk there is so great a disparity between the circulation of 
the two countries as to make a difference of £90,000,000 ?—I cannot answer 
that question, for there may be reasons which do not occur to me at this 
monent, but certainly the disparity does appear great. Before I answer 
your question, I should like to know whether that amount of £100,000,000 
includes the reserves. Without knowing that, I could not give an answer. 
All I can sny is, that I have no real ground for saying what amount of 
the gold circulation actually is in England. 

But taking the figures already given, would they not show the advantage 
of the banking system in Scotland ?—I should not like to answer a suppo- 
sitious case of the kind. 

Sir G. Montcomery—Do you not think it tends tothe security of bank- 
ing that institutions like the Scotch banks should have a sort of under- 
standing as to the terms they should give to their customers—would that 
not tend to greater security, and the benefit of the country in the end }— 
I do not see why uniformity of charge should have that effect. A rigid law 
which obliges you to lend money to a risky man on the same terms as you 
lend money to a substantial man would be against the laws of politicad 
economy. As to the general rate of discount, the provincial banks usually 
follow the Bank of England, making differences according to the circum- 
stances of their respective districts. 

Aud the Bankers’ Association have never discussed the question of uni- 
formity of charge ?—Asfar.as I am aware, they have never discussed it. 

Mr. CaMpBELL- BANNERMAN—You say you keep considerably within 
your authorised issue, and you say that is mainly due to the circumstances 
of the locality in which you conduct your business P—Yes. 

Is not the locality purely agricultural ?—It is not purely agricultural. 

But in the main?—We have three agricultural branches, and one 
decidedly commercial one, in the town of Luton, with about 20,000 inhabit- 
ants. 

But in the main, the position of trade in Hertfordshire and that part-of 
the country is comparatively stationary as compared with other parts of 
England P—I should say the trade of agricultural districts of Bedfordshire 
and Hertfordshire has doubled, trebled, and very likely quadrupled since 
the year 1844. Though it may not have increased so rapidly as the trade 
in the large manufacturing towns, still it has increased very rapidly so as to 
show that the deficiénoy in the amount of issue has nothing todo with any 
expansion of trade. 

In parts of the country where trade has developed at a much more rapid 
rate, I suppose the bankers may be’ hampered in their transactions by the 
limitations of their issue /—Certainly they have, as I think I explained in 
the first day’s evidence. ; 

So that although in our own case you have no desire for an additional 
power of issue against gold, you see that others may have such a desire, 
and that it would be for the advantage of the public /—Quite so. 

Mr. Leveson GoweR—Your notes are cashed, I suppose, by your agents 
in London ?—Yes. 

1s that stated on the face of the note /—Yes; it is obliged to be stated. 

hen there is the same facility for the exchange of notes asif you hada 
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branch in London 1—The notes all go to the clearing-house, and are re- 
exchanged in that way. 

There is no circulation of your noles in London?—I should say not at 
all—a very small circulation at all events. 

You say there have been only a few failures of bankers since 1844. Were 
any of those failures banks of issue 7—Yes, several of them were; but I 
cannot give the number. Since 1844 the number of failures of banke ef 
issue has been very much smaller than it was before. 1 havethe numbers 
written down roughly, but I should not like to put the paper in. 

Mr. AnpeRson—We had a return put in yesterday which gives that 
information quite fully. 

Wirtness—May I make some observations with regard to the failure 
of banks; for it is a subject which ought not to be treated lightly. 
I think it ought to be borne in mind in regard to the early failures 
of banks that the origin of banking was for almost any shopkeeper 
in any little town to become a banker, and it has only been in the 
ceurse of generations that these shopkeepers have grown into bankers. 
Therefore, you would expect that during the existence of the old system 
a great number of banks of the smaller description would fail. Since 
1844, however, the business of bankers has been almost entirely 
restricted to banking alone, and the cases of bankers who transact 
other businesses are very few in number. Therefore, I should hope 
that the position of country bankers is very different from what it was 
before 1844, 

Mr. Sampson Lioyp—I suppose in the course of your business you have 
many deposits of small amounts /—Yes. 

I was thinking of deposits of £5, or something of that sort ?—We have, 
I think, no deposit so low as £5. There may be some of £10, and also 
a few between £10 and £20. 

Then some banks encourage small deposits, while others do not ?—Per- 
haps the best way to show that we do not encourage small deposits is to 
mention that all of our partners are managers of the savings bank, and 
that one of our clerks is secretary of the savings bank. This shows there 
is no rivalry between the two. 

Is it not a fact that the amount of issue of any bank of issue generally 
bears a very small proportion to the other liabilities of the bank 7—A very 
small proportion. 

You expressed approval generally of the bankers-giving security to the 
State for the issues of notes ; why should they not do the same with regard 
to drafts payable on demand ?—I think there is a justification for the 
State making a different rule for notes than it does for deposits. As a rule 
the note passes not only into the hands of our customers, but into the 
hands of third parties, who are not connected with our ‘bank at all. Thus 
it comes to be part of the general circulation. 

Does not a draft circulate from hand to hand ?—Only to a very limited 
extent. 

Is not the policy of such an arrangement open to question, looking at it 
from a public and not a banker’s point of view /—Yes. 

You would prefer that the notes thus secured should be made a legal 
tender, or left just as they are in that respect ?—I do not see how local notes 
could be made a legal tender. 

Not if they are secured ?—Not if they are secured. 

Is there not a disadvantage in bankers having to find two capitals ?—I 
should say that in the case of failure of a bank there would be a larger 
amount of assets than would otherwise have been the case. 
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Mr. Hussey Vivian—It is hardly true to state that Consols deposited 
are dead money. They are carrying interest all the the time, are they 
not /—Yes ; and that is the advantage of that form of security. 

Then, supposing you discounted bills with the notes which you issue 
against Consols, you would be receiving interest on that, would you not? 
—We would not receivea double advantage in that matter, for we should 
be liable to pay the notes again the next day in gold. 

Do you think there is any practical want of an increased circulation 
in the country ?—Not in the agricultural districts; but I think there is 
in the large towns. The country issues at present are largely used in the 
large manufacturing towns for the purpose of greater convenience for the 
payment of wages, consequently the note issues in large towns are within 
their limits very valuable. Indeed, people keep the notes until they want 
to pay wages, when they present the notes and receive gold or silver in 
exchange for them. 

But do you imagine there are many people who have not banking 
accounts and who have to pay large sums for wages ?—I am told it is 
so to a very great extent in some towns in Yorkshire. 

Are they small manufacturers or small tradesmen ?—I suppose both. 

Have you ever been in a country where a small note circulation exists, 
such as Austria, where you have to pay for every atom of gold or silver 
which you require ?—No ; I have no experience of that. 

Mr. Orr-Ew1nc—Are the notes in Austria issued on gold? 

Mr. Husszy Vivrax—No ; they are only issued on greasy paper. 

Sir J. Lussock—There is a greater depreciation in Austria than there 
is in Italy. 

Mr. Houssry Vivian—Do you think the loss on light gold is appreciable 
in this country—is it not so infinitesimal as to be hardly worth con- 
sidering /—I am hardly prepared to answer that question. 

But, practically speaking, the currency of a district circulates in the 
district, does it not, and passes from the person who pays the wages to the 
person who receives wages ; from him to the tradesmen, and back again to 
the bankers, so that it scarcely leaves the district —At certain timesin the 
year agricultural districts accumulate gold ; at othertimes they want gold 
for wages. 

By Mr. AnpERson—Do you charge your customers for light gold 7—We 
have no+ taken the matter into consideration as regards light gold. 

But you don’t weigh against your customers /—Oh no. 

By Mr. Viv1an—In what way are the small investments of your district 
invested 7—You are speaking of permanent investments ? 

Yes ?/—There is a savings bank for instance. 

Building clubs }—No ; not in agricultural districts. . 

Do you think any great disadvantage exists in your district from banks 
not receiving small deposits /—I do not see how it could it be; because 
there is a Post Office Savings Bank. 

You do not think any advantage to the country would accrue from what 
is called “draining”’ it of its savings ?—No; on the contrary,I should say 
that it is a mistake, that the permanent investments are better in the hands 
of the State,and I would much rather see them in Consols than held by 
the Post Office Savings Bank. 

That is the distinction in point of security. The country is liable in 
both cases 7—Yes; but in one case the State gives only 2} per cent. interest, 
and in the other more. 

By Sir J. Lussock—What you object to is the large sums standing 
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at call?—Yes. WhatI mean is that you are inves'ing savings on a vicious 
principle by putting them in the hands of the State or in a bank, either 
at call or at short date. 

By Mr. Vivian—But the investor has the security of the country in 
one case as muchas the other?—Of course; if he places it with the 
Post Office Savings Bank he has the security just as much as if he in- 
vested it in Consols; but he does not get the same interest. 

But he has the advantage of drawing his money whenever he pleases ? 
—Yes. 

Would it be possible for small investments in the Post Office Savings 
Bank to be made in Consols ?—The risk would be less. 

Then you consider taking such mouvey to be a risk ?—I think that 
money whiich is permanently saved should beput in a permanent investment, 
and not be placed in the hands of bankers, whether savings banks or 
larger bankers, or the Post Office Savings Bank. 

But I presume the security of the State is a better security than 
banks ?—It is a better security, but the State runs the risk of losing 
by it. 

7 What proportion do you think bullion and bank notes should bear to 
liabilities ?—It depends entirely on the position of the bank. 

A bank a day’s distance from London ?—I do not think I could name 
any proportion that would be safe. 

Sir S. Norracore—Differing, I suppose, at different times of the year ?— 
Very much so. 

Do you know what the “ terms and restrictions ’’ are in the Act 1775 7— 
I believe they had relation to the date at which the drafts were payable; 
they were payable at demand. 

Was there any interest /—In some cases, I believe, there was interest to 
run from the day of demand. 

Mr. Bacxnovuse—Is it not the case that in the North of England the 
banks hold more coin and bank notes than their issue ?—I think their 
business would bear so large a proportion to their issue that it may 
be so. 

Tn regard to the gold circulated, is it not a fact that the railway compa- 
nies take a great deal of gold out of the country districts }—I should 
think so. 

Is it not a fact that owing to the amount of gold circulating in England, 
in London, which was the centre of gold operations, the Scotch banks could 
put more money out at interest than if they had not England to fall back 
upon for the gold that might be required /—I should think so. 

You don’t think it safe as regards a that high rates of interest 
should be offered ?—I should say distinctly not. 

Mr. Orr-Ewina—What do you call a high rate of interest 7—It depends 
upon what the rate of money is. 

Do you call 2} a high rate?—From the fact that that is the rate we 
give, I should call it the right rate. 

Do you think banks do give a high rate ?—I should not like to give an 
opinion. I think the tendency of looking to the deposits as the great 
source of your profit would certainly irvolve very great temptations to 
offer high rates. 

Mr. Orr-Ew1nc—I would rather deal with facts than tendencies, I 
want to ask—— 

Sir 8S. Nortacore—Mr. Backhouse has not finished yet. 

Mr. Bacsuovst—Looking to peculiar circumstances, when the bank 
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of England rate was very high, do you, think it desirable to allow a pro- 
portionately high rate of interest /—I should say certainly not; but I do 
not say that I should not rise at all. 

Mr. Orr-Ewinc—May I ask what is the amount of -your deposits }— 
Being a private banker, I must decline to answer the question. 

Do you think the circumstance might arise in which bankers would give 
too much on their deposits, and are you prepared to state that it is the case 
at present ?—I would rather put it as the tendency than as an actual fact. 

Do you think the system of investing money to be dangerous /—Putting 
money into the hands of bankers which ought to be permanently invested 
is a system which may do great mischief to this country. 

Do you think the system at present dangerous?—I would rather say 
that I fear a tendency than give an opinion upon it. 

Is it considered, generally spedking, that the deposits are the foundation 
of all banking ?—If “deposits”? means deposits at interest, I should say 
not. I think the foundation of all banking is the collecting of the money 
which weuld otherwise be left in the till-boxes of your customers into 
one amount. Then you are able to use at interest a portion of that 
amount, you taking care not to go beyond a certain margin, sothat if neces- 
sary you can pay the money back. 

Are you of opinion that the-deposits should not receive any interest ?— 
I do not say that. I mean that if people were to look upon deposits as a 
permanent investment, it is a policy from which I should expect bad 
consequences in the long run. 

And ‘you would not raise the interest upon the deposits with the 
value of the money in the market ?—I should follow it. Ido not say I 
would not, under certain circumstances, raise it. 

Do you take any deposits 1—Yes. 

And you don’t give interest upon them ?7—Yes, we do. 

As much, I suppose, as is given in London ?—Our rule is to give on 
deposits a fixed rate of interest, aud not to give interest on current 
accounts, except in very exceptional cases. 

Mr. Backnovse—lIs it not a fact that the deposits in a bank are of 
very various kinds ?—Yes. 

I think you are in favour of making the notes issue the first charge on 
the estate?—I have no very strong feeling as to which way note issues 
should be secured. I think that probably means might be devised which 
would be less objectionable than those generally mentioned. 

Do you think that is one ?—I think that is one; butI confess I do not 
like the idea of making a difference between one classof creditorsand another. 

By Mr. Dentson—In the case of a “run” you could not make adis- 
tinction between a depositor.and the holder of a note ?—No. 

I want to put myself right in regard to a previous question with reference 
to the bill of 1865. Unfortunately, I quoted from the bill as first pub- 
lished, while afterwards very material alterations were made in clause 10, 
that every bank accepting the condition of the Act, “shall pay a sum of 
£1 on every £100.” I-wish to ask whether you think that 1 per cent. is 
too onerous a charge to accept ?—I think I have already stated that the 
bank with which I am connected is paying 17s. 

By Sir J. Lussock—With reference to the probability of forgery, do 
you think it is less in cases-where, like the Scotch banks, the banks issue 
their own notes /—I think that makes a very great difference indeed. 
I think in the case of a single issue time might elapse before the note went 
to the bank, which would be.a serious point in connection with the subject. 
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Consequently, if £1 notes were issued by the Bank of England, the con- 
dition of things would be very different.Pp—I presume so. 

I presume any proposal of enlarging the privileges of the English issuing 
banks, although it might meet the complaints made, would tend to aggra- 
=a Se complaint of all the English non-issuing banks ?—I should 

ink so. 

Would you, to’ meet the justice of the case, withdraw the privileges 
given to the Scotch banks, or extend them to English banks; or would you 
restrict the Scotch banks to their own area, unless they were prepared to 
abandon their special privilege ?—Yes, I think the third is the alternative 
which: most commends itself to rs minds It seems to me to deal with 
the question as one of local issue. The banks must necessarily be of a local 
character. Whilst practically there is no law to prevent private banks 
coming to London, I should deprecate such a course very much, for it 
would destroy the local character of private banks of issue, and the local 
character of an issue is its great advantage. 

By Mr. Cave—Bankers who give interest upon deposits of sums of 
money must make interest themselves to pay it P—Quite so. 

Do they not therefore habitually leave large sums of money in the hands 
of discount houses ?—I should say the danger was that, having a large 
interest to make, you must go into a much more risky kind of security in 
the employment of your money in order to make a margin of profit. 

But you must put it in places from which you can get the money at 
very short notice P—You ought to do that; but the temptation is, in order 
to get a higher rate of interest, to lock it up in more permanent invest- 
ments, and: it was that which chiefly caused. failures in 1866. A banker 
must do something with his money, and money lodged with bill brokers 
against good bills is probably the safest way in which it can be put. 

By Mr. S. Ltoyp—You were asked just now a question as to the notes 
of issue. I want to ask if your answer is that of your own solely, or 
whether you wish it to be taken from you in a representative sense P—In 
no sense in a representative sense. 

This concluded the evidence of. witness, after which the Chairman 
ordered the room to be cleared. When the public were admitted, forty 
minutes afterwards, 

The Hon. LESLIE MELVILLE was called as the next witness. 

By Sir 8S. Norracore—I think you are chairman of the Association of 
Bankers P—I have the honour to be that. 

Of the Association of Country Bankers /—Yes. 

You have taken a good deal of interest in the question of the Scotch 
bankers establishing themselves in England Pp—Yes ; I have been frequently 
in Scotland, and. have had opportunities of knowing what is done more 
than most people. 

When was your attention first called to the intention of the Scotch banks 
coming to ~~ ?—About a year ago, from Mr. Wade, who wrote to tell 
me that the Clydesdale Bank was beginning to establish itself in Cumber- 
land. I wrote thereupon to the Clydesdale Bank,and-said that English 
bankers would be much united in opposing their intention, The answer 
to my letter was that they had already made their arrangements. 

Have you any doubt as to the legality of their coming to England }—I 
have very great doubt, and I may say that I feel confident that if Sir 
Robert Peel had intended to allow Scotch banks to come to London, it 
would have been expressed in the Act of Parliament. 

Had the matter been considered by anybody at that time—in 1844-5 1— 
No.. 
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Did the English bankers consider themselves at all interested in the 
Scotch and Irish Acts ?—No; we held aloof. 

By Mr. BackHovse—What have you to say about the Scotch charges /— 
There is a prevalent idea in Scotland, and I think it is very general, that 
Scotch banking is wholly different from our English banking, that they 
allow interest on mouey deposits and current accounts, and that we do 
not do anything of the sort. Speaking on behalf of my own bank, and 
we have been established one hundred years, we have always issued our 
own notes, and allowed interest on any account if the person wished it, 
when of course we made certain charges. As regards cheques, { think 
they ought to be paid for. Within the last month for a client of ours 
£10,350 was paid into the Royal Bank of Scotland. In answer to our letter 
they wrote to say we could have the money in three different ways. We 
submitted them to the gentleman, and the one chosen cost him £18 to 
bring the money to London. We got possession of it less that amount. 
The three modes were these :—10 days’ draft with £5. 4s., ls. stamp, interest 
at 33—£12. 17s., making £18. 2s. altogether ; seventeen days’ draft free of 
charge, £19. 16s. 10d.; paid over in London in thirteen days the charge 
would have been £12. 18s. We had asimilar case in England, and it will 
afford an illustration of the difference in the Scotch and English banks. 
We bad the charge of the sale of some property in Oxfordshire; the 
deposit was £11,000. Most of it was purchased by one man, who gave a 
cheque on the Union Bank, London, for £7,000. That was paid the next 
day without any charge. The other part of the deposit money was paid to 
us in cheques on local banks, who cashed them the next day. That is the 
way we do business in England. The Scotch banks make the English 
pay their commission, and not their own customers, as we do, and then 
they say “ How very cheaply we do our business in Scotland.” 

Is that the reason why you object to a Scotch bank or the branch of 
a Scotch bank coming into competition with you more than you would 
object to a branch of an English bank—say, for instance, the National 
Provincial, or in fact any other bavk 7—We have five branches, and at 
different points we compete with five different joint-stock banks. If there 
comes a Scotch bank to compete with us, we object to his great advan- 
tage of £1 notes, which we are not permitted to have. Also, he has the 
privilege of issuing against gold for all purposes, whereas we are tied 
down to a certain amount. 

But he cannot do that in England ?—No. 

But he does it in England ?—As he brings the proceeds of those ad- 
vantages whivh he enjoys in Scctland, we say that we are not on fair 
terms. 

That is to say, he has acquired wealth in one place, and makes use of it 
to compete with you in another. Could you object to that if it happened 
ad — business ?—~That would be the case of our own joint-stock 

nks. 

Sir J. Lussockx—You say the system enables him to make charges which 
you are not in a position to resist /—Witness; yes. 

By Mr. ANDERSoN—You say in the case of the £10,350 that the Royal 
Bank stated that there were three different ways of getting the money. 
Are you not aware that you might have got the money on payment of 1s. 
per cent., with a penny stamp to pay /—We could have got it in 17 days. 

But that requires a stamp /—I have the letter from the Royal Bank. It 
says—‘ We can remit yon this amount by draft on London at ten days 
free of charge, or we can remit the amount to be paid to your London 
agent on the 28th inst. free of charge.” 
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Mr. CampsELi-BanneRMaN—Did you not ask in what way the actual 
sum in question could be remitted to London without any deduction 7—Mr. 
Fleming is present, and the question might be put to him. 

Sir S. Norracore—I think we ought to have an explanation. 

Mr. Bacxuouse—The real point is that in the Scotch transaction you 
had tu pay a charge, whereas in a similar English transaction the money 
was paid without charge /—Yes. 

Sir J. Lussocx—That would be so in every bank in England ?— 
Yes. . 

Mr. Orr-Ewine—Supposing you held £10,000, and it was wished that 
it should be sent to Scotland, what would be the charge /—If our customer 
had drawn a cheque, that would have been paid the next day without any 
charge. 

Mr. Ew1ne—But supposing you wanted it to be paid to your customer 
in Scotland P 

Witness—We charge nothing to the person who holds the cheque; we 
charge our customer. 

Mr. Ew1rna—lI do not mean a cheque, but money. What would be the 
charge ? 

Witness—It depends on what shape the money is in. 

Mr. Ew1nc—Taking all the circumstances as similar to those of the 
Royal Bank ? 

Witness—I should say in the ordinary case. 

Mr. Ew1rna—Supposing the Royal Bank had been getting that money 
from you, what would you have charged ? 

Witness—Nothing. 

Mr. Ewina—You would send down money to Scotland for nothing ? 

Witness— Yes, 

Mr. FLEMING was then called to make an explanation as to the 
£10,350. He said—I am very glad of the opportunity of explaining the 
letter. At first [ had not a very distinct recollection of the particular case 
to which he refers, but now I have a very distinct recollection. The money 
was paid in at Edinburgh at the disposal of certain parties in England. 
The question was put to the Royal Bank what was the cheapest way of 
removing the exact amount to England as cash in London. Of course 
there were four ways of dealing with it, and ove was the giving of a draft 
on demand drawn upon the Bank of England, for which the charge is 1s. 
per cent., in addition to £5. 4s. for stamp; but witness's firm wanted the 
exact amount produced in England, and we mentioned how could it be 
done. Whilst speaking of charges, I should like to make an explanation 
supplementary to an auswer of my own with regard to charges made to 
Scotch banks by English bankers. The question was put to me whether 
it was usual for English provincial bankers to make charges to Scotch 
banks. Since my answer I have taken some trouble in the matter, and the 
result is this :—I think in 1874, before any question had arisen between 
the Scotch and English banks, [ find that the Royal Bank had remitted 
cheques to English bankers, 65 in number, and in the case of 32 no charge 
was made ; but in 33 irstances a charge was made by all. That charge 
ranged from 6s. to 1s. 3d. per cent. Ishould say that the private bankers 
of England, as a rule, make no charges, but the joint-stock provincial 
bankers do make a charge. 

By Mr. MutHoLttanp—With reference to the £10,350, is the £5. 4s. paid 
to you?—No; it is the stamp duty payable to the Government. If Mr. 
Melville had asked bis solicitor in Edinburgh how the money should be 
remitted it would have been done in the usual way, 








152 Banks of Issue. 


Mr. Vivian—And they would have made a considerable charge. (Laughter.) 
The Committee adjourned at four o’clock. 





Hovss or Commons, Monday, 21st June. 

The Committee resumed their investigation this morning, under the 
presidency of the Chancellor of the Exchequer. The other members 

resent were—Mr. Anderson, Mr. Backhouse, Mr. Balfour, Mr. Campbell- 
pnerman, Mr. S. Cave, Mr. Beckett Denison, Mr. Orr-Ewing, Mr. 
Goschen, Hon. E. F. Leveson-Gower, Mr. Hubbard, Mr. Kavanagh, Mr. 
Sampson Lloyd, Sir John Lubbock, Sir Graham Montgomery, Mr. 
Mulholland, Mr. Mundella, Mr. Norwood, Mr. W. Shaw, Mr. Torr, and 
Mr. Hussey Vivian. 

Mr, RAK, examined by the CuaiRMAN :— 

Are you the deputy-chairman of Issuers Committee of the Association of 
English Country Bankers ?—I am. 

Are you also the chairman of the North and South Wales Bank ?—Yes. 

What is the amount of your authorised issue?—The amount of our 
issue authorised by the Act of 1844 is £63,951. 

Where is your head office 7—In Liverpool. 

How many branches have you /—In all 41. 

Where are they chiefly ?—They are chiefly in northern parts of the 
Principality, and we have a few in the counties bordering on that part of 
the country, chiefly in Shropshire and Cheshire. 

Do you issue notes at all offices ?—We do not. We only issue at 21 
branches. 

Do you.issue at Liverpool ?—We do not. The only issue that has ever 
been in Liverpool is that of a branch of. the Bank of England. 

Do you think that the fact of a branch of the Bank of England being 
established there has anything to do with your not issuing ?—I think it 


has. 

Why should it prevent your issuing 1—Well, all other joint-stock banks 
in Liverpool, when they were established, although they had the choice 
of issuing, yet preferred to make an arrangement with the Bank of England ; 
and.of course one bank could hardly contend against seven or eight other 
banks issuing the notes of the Bank of England. 

If there were branches of the Bank of England in any of these towns 
where you have your issue, do you suppose that that would interfere with 
your issuing your notes in these towns /—Well, that is a point that I may 
be permitted.to answer lateron. We have sent circulars to our branches, 
and in the course of my evidence I propose to read the answers. 

Do you pay your notes in gold at all your branches ?—At all our 
branches; we pay at 41 points. We issue at 21 points, but the notes are 
all payable at our head office, our London agents, and our 41 branches. 

Therefore, if issued at any one of those 21 branches, they would be 
paid at any one of the other branches }—They would be paid at any one 
of the others. 

Mr. BackHousze—Why do you restrict the issue to 21 branches }—We 
are obliged to limit the points of issue, so as to keep within the limit 
prescribed by the Act of 1844. 

What is the penalty that you incur ?—For every £5 issued in excess of 
our authorised issue, £5—it is pound for pound. 

—- you cannot avail yourselves of the full limit of your issue — 
at is so. 


Have you any return showing this ?—I have a return here showing. the 
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average issue of our notes for the last ten years. The average issue for 
the ten years is, in exact figures, £58,082, and our authorised issue being 
£63,951, it follows that we have been during the last ten years within our 
authorised issue by £5,869, or £6,000 in round numbers. 

What was the greatest excess 1—By the return from which I have just 
quoted, I find that during the ten years from 1865 to 1874, the highest 
point that our circulation has ever reached is £69,550—a point which it 
reached on the 19th of April 1866. That was £5,600 in round numbers 
in excess of our authorised issue. 

Now, the lowest point of your issue ?—The lowest point was £43,385, 
which occurred on the lst of September 1870, being £29,566 below our 
authorised issue. 

Was there any special cause for this in September, 1870 ?—None except 
this: that our returns had shown that we had gone beyond the limit, 
and in order to bring the issues within the average limit for the month, 
we had to reduce them. 

Have you any other return with regard to circulation which you wish 
to submit to the committee /—In the course of the last month we sent @ 
circular to our issuing branches, in which we put to each branch several 
questions. One was to this effect—“Is it the result of your experience 
that notes of our bank pass current in your town equally with those of the 
Bank of England?’ ‘The answers returned were—21 out of 23 branches 
answered “ Yes ;” one replied that the Bank of England note was pre- 
ferred in the town, and our notes in the country ; and one branch replied 
“No,” that our notes did not pass current equally. Another question put 
tothem was this—* At your fairs and markets, which would have the 
preference amongst farmers, graziers, and other sellers of stock and 
produce—our own notes or those of the Bank of England?’ Twenty 
replied “Ours,” one replied “No preference,” and two replied “ Bank 
of England.” 

Are these some of the reasons why you think the English country issues 
ought to be retained >—That is my opinion. 

Are there any other reasons that you would wish to state }—The issues 
of the country banks not being subject to the sometimes irregular fluctua- 
tions in the reserve of gold in the issue department of the Bank of Eng- 
land, but to a limit which is below the admitted currency requirements of 
the country districts, maintain aregularity in amount which imparts stea- 
diness to the operations of the agricultural, industrial, and other interests 
of the districts in which they chiefly circulate; and thus, instead of being 
an element of disturbance iu a monetary crisis, the country issues, resting 
on their own reserves of gold, are an element of strength, for they perform 
all the functions of a currency in a country district, without embarras- 
sing the action of the Bank of England, and adding to necessities and 
dangers of crises by the withdrawal of gold. The money panics which have 
occurred in the Metropolis and the large provincial centres have not thus 
far affected the country districts, mainly because they possessed a currency 
of their own, which makes them to conduct their everyday transactions 
independently of the money market; but if this currency were to be 
‘superseded by notes of the Bank of England, the exemption of the country 
districts from the severities of the money panic would cease, because the 
Bank of England notes would then be subject to the same law of fluctua- 
tion as those in circulation in the capital, where every movement in bullion 
and in the issue department would be as severely felt there as in Liverpool 
and London. Now, inasmuch as the people in the country districts have 
‘been accustomed for many years to procure at perfect ease such ordinary 
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and reasonable banking facilities as they require, I think it would be diffi- 
cult to reconcile them to a change in the direction I have spoken of. 

Do you consider that the privilege of issue enjoyed by private and joint- 
stock banks in England has the effect of preventing the establishment of 
additional banks of issue wherever they are required ?—I don’t think so. 
I find that during the last twenty years there have been established in 
England 38 new joint-stock banks, the paid-up capital of which is 
£9,418,547, aud their reserve funds £2,293,948, making together 
£11,7 12,495. 

Amounting to nearly the total capital of the Scotch banks ?—Very 
nearly amounting to the total capital of the Scotch banks, which according 
to the last return, was, I think, £9,697,000, and reserve funds £3,607,000. 

Do you consider that the continuance of the English provincial issues 
would be any injustice to the non-issuing English banks, or that it would 
be so regarded by them?—I do not think so, for this reason—that the 
great bulk of the non-issuing banks in England might have been banks 
oi issue if they had chosen to be so, because the great bulk of them were 
established prior to 1844; so they chose, instead of being issuers of their 
own notes, to make arrangements for the issue of notes of the Bank of 
England. I don’t think they have any feeling against the continuance of 
the English country issue as limited by the Act of 1844. 

If the Scotch banks are to have their branches in England, should not 
the English banks be placed on the same footing as regards the privilege 
of issue, as an act of justice ?— As an act of justice, I think so. 

Have you an estimate of the amount of circulation which this would 
impose on English country banks, issuing and non-issuing /—I have had 
an estimate made for me in regard to the country banks. It is estimated 
thus :—That the Scorch issue is about £6,500,000, with a population of 
3,358,000. Taking the population as a measure of circulation, that of Eng- 
land excluding London, being 19,450,900, would entitle the provinces of 
England to a circulation of about £37,500,000 in round numbers, from 
which, deducting first the country issne of the Bank of England, amount- 
ing to £9,000,000, and present authorised country issues, amounting to 
about £6,500,000, that would leave to be added to the present provincial 
circulation of England about £22,000,000. 

That includes the same proportion of £1 notes as exists in the Scotch 
banks ?/—Yes. 

Would it be easy to introduce the circulation of £1 notes into England ? 
—I don’t think it would be. The people have been accustomed for so 
long a period to have their wages and the smaller payments of trade made 
in gold that I think it would take a very long while to reconcile them to 
have these payments made in paper. . 

Then you could aot recommend the extension of the country circula- 
tion 3—I would not recommend any interference with it, so far as my own 
judgment is concerned. 

You prefer to remain on the basis of the Act of 1844 1—Yes; I think it 
would be as difficult to introduce gold currency into Scotland as it would 
be to introduce £1 notes into Evgland—for this reason, that the Scotch 
peopie have been accustomed for a century and a half to their £1 notes, 
and I think it would be extremely unpopular and quite an unnecessary 
measure to deprive them of the currency to which they are so much accus- 
tomed If this question were opened, I think there are certain details 
which, without detrimeut to the Act of 1844, might be taken into considera- 
tion by Parliament. One is the question of giving security for issue. I 
cannot see my way to any practical scheme of doing that by a deposit of 
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“-security. The suggestion which has been made of making the issue of all 
the banks a first charge upon the estates of the issuers would perhaps be the 
most practical way of meeting the point. Another point is this: we have 
to take our average over one month toascertain the amount of our circula- 
tion. I have shown what the result is in our case, and I think when the 
result is shown over the whole of the country circulation, which I think 
will be done by Mr. Palgrave, who follows me, it will be seen that, 
although we are authorised to issue £6,500,000, yet, practically, we really 
are unable, on the average to issue more than £5,000,000. If the average 
were extended to six months instead of one, that would make a great 
difference. Another point is, that a joint-stock bank cannot purchase-and 
add to its own issue the issue of a private bank. The result is that it 
places private banks at a serious disadvantage in the disposal of their 
business. 

The Cuarrman: That restriction you would like to see removed ?—Yes. 

Suppose a private bank had an authorised issue of £20,000, and it bought 
up the business of a joint-stock bank, would it not lose the whole of 
its own issue ?—That I am not prepared to answer. I think not. I think 
it would continue its own circulation. The next point of which there can 
be no doubt is, that in the case of two joint-stock banks of issue amal- 
gamating, the issue of the continuing bank only would accrue to the 
united proprietors. Then, the last point I would mention is, that no 
non-issuing bank, no bank that was not an issuing bank, prior to May, 
1844, can acquire, by transfer or otherwise, the issue of a bank. 

Mr. Bacxuovuse: As far as I can gather from your answers on these 
points, you do not wish at all to alter the arrangements of the Act of 
1844, except that, if the question were under consideration, there are 
matters deserving of consideration /—It is precisely my meaning. 

The Coarrman: I did not quite understand what the nature of your 
argument was witb regard to the necessity that would arise for adding 
£22,000,000 to the English circulation, in order to put the Scotch and 
English banks on an equality 7—What I meant to convey was this: that 
the Scotch, with a population of 3,300,000, are allowed an issue, either: by 
limit or against gold, to the extent of £6,500,000, and that, measured 
by population, the provincial banks in England would be entitled to an 
equivalent circulation to the amount of £37 000,000. 

You mean to say that if the proportion of circulation in England to 
the population was the same as the proportion of circulation in Scot- 
—* the population, it would require £22,000,000 more in England ? 
—That is so. 

But what inference do you draw from that? Do you consider that 
£22,000,000 more are wanted in Eugland ?—I do not. 

But the hypothesis is that the circulation in Scotland is required in 
Scotland ?—Yes. 

Then would there be any advantage given to the English banks by 
adding to their right of circulation £22,000,000?—I think so. 

By giving to them a right of circulation which is not required by their 
customers ]/—As I think I have said, I do not advocate it as a desirable 
measure to be passed, but at the same time, as to the mere question of 
the inequality between the two systems of banking in Scotland and Eng- 
land, that is the actual measure of difference. 

It is quite clear, from circumstances which may be variously stated, 
that Scotland does take a larger quantity of bank-notes out of the 
nation in proportion to its population than England, but it is a question 
as to the fairness of the regulations under which the currency is based 
in the two countries respectively ; and I want to know whether you main- 
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tam in-argument that it would be fairer to the English banks that they 
should have their circulation increased if the Scotch are to be allowed 
to retain their own position?—As an abstract question of fairness, I 
think so. 

That is to say, it would be a privilege to the English banks to be allowed 
to issue £22,000,000 more than they do now ?—Yes. 

In what respect would it be a privilege to them?—It would practically 
give them, according to my estimate, a permanent loan to at least 
£30,000,000. 

But as the total circulation in England is found to be-sufficient for the 
wants of the people, what would be the effect of this addition? Would 
it be to drive out gold ?—Yes; for every additional note issued and kept 
in circulation must, I think, have the effect of displacing gold. 

Would it have the effect if there were no notes lower than £5?—-I 
think it must have the same effect whatever denomination the note may be. 

Do you think that the issue of a large quantity of notes of a denomi- 
nation not smaller than £5 would be to drive an equivalent amount of 
gold out of the English provinces }—Gold or Bank of England notes. 

You stated just now that new joint-stock banks had been established 
since the Act of 1844 with capital equal to that of all the Scotch banks 
put together? Very nearly. 

Have you any objection to the competition of these joint-stock banks ? 
—None whatever. 

Why have you any objection to the competition of the Scotch banks? 
—Our objection is this: they start with an advantage over the English 
banks, such as is given them by their privilege of issue over and above 
those given to the English banks of issue, but especially over those 
banks in England which have no right of issue. 

These rights of issue they have in Scotland ?—In Scotland ; but it enables 
them to become the possessors or the borrowers of capital to a very con- 
siderable amount, on which they pay a very low rate of interest, compared 
with what the English banks have to pay. I might explain my meaning 
in this way :—I believe the duty on the distillation of whisky is the same 
in England as it is in Scotland, but if the Legislature were to reduce the 
duty payable upon the spirit in Scotland, as compared with what it was 
in England, that would surely enable the Scotch distillers to go into 
‘England and fight the English distillers at an advantage ; and that appears 
to me to be precisely the objection that the English banks have to the 
Scotch banks coming to England to compete with them in England. They 
certainly can raise banking resources upon much easier terms in .conse- 
quence of certain favours given them by the Legislature, that are not given 
to English banks. 

If the duty on Scotch distilled whisky is half the duty on English-dis- 
tilled whisky, I suppose you would contend that the whisky distilled in 
Scotland should, on its admission into England, be charged with .the 
difference of duty 7—I think that would follow. 

That was the case in former times ?—Yes. 

Would you contend that a man who had a distillery. of Scotch whi 
‘at Aberdeen should be prohibited from having also a distillery of Scotch 
‘whisky in Nottingham /—I think he ought to be prohibited from selling 
his Scotch whisky in England if it is at a lower rate of duty. 

Supposing the gentlemen who constituted the proprietary of the Royal 
Bank of Scotland were to set up in Liverpool and call themselves the 
Royal Bank of Liverpool, should you see any objection to that Not if 
they were a separate bank. 


Fven if the use of the profits they derived from their Scotch establish- 
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ment enabled them to carry on the business on better terms in Liverpool ? 
—It is a case I have not considered. I do not exactly see the bearing of 
the point. 

ith regard to the effect of the country note circulation, do you give us 
to understand that the transactions of the country banks are independent 
of the London money: market 7—I do not think that the smaller trans- 
actions in the rural districts are in the slightest degree affected by the 
foreign exchanges: 

In what way do you consider that the circulation of the country, if it 
were carried on in Bank of England notes, would be governed by the rate 
of discount in London ?—It would be governed as the Bank of England 
circulation now is, by the amount of bullion in the Issue Department. 

Assuming that you have your own circulation, and that your notes are 
out to the full extent to which you can really issue them, if a state of things 
arises which induces you to want to make yourselves stronger, must you 
not do precisely that very thing which you say would be so injurious— 
raust you not fall back on the Bank of England ?—Yes; but we should 
issue all our own notes first before we went to the Bank of England, and 
consequently there would be less pressure on that bank. If you take the 
country circulation of England at £5,000,000—+to that extent it saves the 
Bank of England notes. 

But if ali the provincial notes were replaced by Bank of England notes, 
would the fluctuations be more severe than they are at present ?—I 
think so. 

Sir J. Lussock—In your opinion, is it fair to say that England is at 
present underbanked ?—I do not think it is. 

The existing banks are always ready to open branches if there is a pro- 
bability of their doing business Certainly. I think the competition in 
England is as complete as it can possibly be. 

In the calculation which you have placed before the Committee, I think 
you begin by assuming that the advantages which the Scotch banks enjoy 
are practically equivalent to a circulation of £9,000,000 ?—Yes ; I under- 
stand that to withdraw the Scotch circulation would be equivalent to the 
withdrawal of £9,000,000. 

Then you took the population of Scotland at 3,400,000, and compared 
it with the population of the provinces in England ?—Yes. 

But if we take the whole, the population of England is 26,000,000, 
therefore if we had the same privileges as the Scotch banks, we should 
have a circulation of £58,500,000—that is, six and a half times the amount 
of the Scotch circulation ?—Yes, 

That would leave the English banks £28,500,000 practically free of 
interest /—Yes. 

Would not that be a great advantage to bankers ?—Unquestionably. 

Take, for instance, the case of a bank which has 100 branches. Supposing 
it to be necessary to keep £6,000 in money in each branch, there would 
be a lock-up of till money to the extent of £600,000. If the bank had 
the power of issuing its own notes, it would keep 15 per cent. of gold 
in reserve, and that would leave it with £500,000, which it might lend 
out /—With that reserve, yes. 

We have in England a very large circulation and a very large reserve of 
gold, and your opinion is that the security of the Scotch system rests to 
a great extent on the gold which is kept in England ?—The Scotch banks 
have a very large sum in reserve in London—I think about 30 per cent. on 
their liabilities—and that, no doubt, they could convert into Bank of 
England notes on a very short notice. 
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I think there is no gold circulation to any extent in Scotland i—I 
believe not. 

Whereas in England the gold circulation is very large ?—Yes. 

Now, having regard to foreign exchanges and the extent of our com- 
merce, although the amonnt of gold involves a loss of interest, do you not 
think it desirable in a commercial couatry there should be a large amount 
of gold ?—1 think so. 

At present Scotland enjoys the advantage of a large £1 note circulation, 
while England has to keep a large gold reserve ?—That is so. 

It has been stated that in sending a cheque through the country clearing 
house there is a loss of threedays. Is that statement correct /—Our expe- 
rience is this :—If we send a cheque, say on Monday, drawn upon another 
country bank in England, through the country clearing-house, it reaches 
that bank by the Tuesday, is advised by that post, and is paid in London 
on Thursday. 

You mean on Wednesday ?—No; on Thursday. If it were sent direct 
it would be paid on the Wednesday, so that there is only a difference of. 
one day. 

The English banks can collect in England through the country clearing- 
house free of charge, can they not ?—Yes. 

But a cheque sent for payment to Scotland is subject to a charge of at 
least 1s. per cent. commission /—Well, we make no such charge. 

Therefore as you make no such charge, you are with reference to such 
transactions, placed at a disadvantage 7—Yes, to that extent. 

- Has your attention been drawn to the paper put in by Mr. Gairdner, 
showing that the profits of the English provincial banks are about 
£1,000,000 greater than the profits of the Scotch banks ?—It has. 

Do you think that is the proper way of stating the case, as between the 
two countries ?—I do not think it is a correct way of stating it. In the 
first place, there are 293 provincial, private, and joint-stock banks in 
England. These all differ more or less in their rate of charges; indeed, 
L believe the banking charges are not alike in any two towns in England. 
But the estimate selects out of these 293 banks only 21 of the larger joint- 
stock banks, and it takes the returns of these 21 banks as conclusive of 
the charges of the whole. It then applies, in my judgment, an arbitrary 
method of computing the charge of these 21 banks, the result thus obtained 
being multiplied by a third assumption—namely, that the deposits in 
England in provincial banks amount to £20',000,000. On this triple 
assumption it comes to the conclusion that the English public are charged 
over £1,000,000 sterling per annum by their banks more than they would 
be charged under the Scotch system. I think such a statement to the 
prejudice of the English banks ought not to have, been made on the 
slight and inconclusive evidence on which it is based. I have a further 
objection to the estimate. It is this—that it does not fairly produce the 
result which it proposes to preduce. The evidence of the Scotch bankers 
is, I think, that all the Scotch banks charge and allow the same ratés 
totheir customers. But I find from the returns on which this estimate is 
based that the charges made by the Scotch banks are not all alike. I have 
a further objection to urge. According to this statement, the more 
business that is done by a bank the higher is its charge on the public, 
whereas we all know that in practice the direct contrary is the case. 
principal objection, however, is that the estimate is made after deducting 
the expenses of a bank instead of before. 

The divisible profit must always be much influenced by the ratio between. 
the capital and the amount of deposits }—Yes, it must be. A bank with. 
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large deposits in proportion to capital will always pay a higher dividend 
than a bank with large capital and small deposits, although the rates 
eharged to the public may be the same. 

Mr. Sampson Luoyp: You said you think it unfair that the profits made 
in Scotland should be employed by a Scotch bank trading in England. I 
suppose your objection is, that the capital raised by special privileges in 
Scotland should be brought into England /—Yes, that is my meaning. 

It is that which you consider to be unfair 7—Yes. 

You said you thought the English banks of non-issue might have been 
banks of issue if they wished. Doyou not know that the bank of England 
used to place stringent and arbitrary conditions on all banks of issue? 
—That was so. 

And is not that an additional reason why the new banks did not become 
issuing banks /—Yes ; I think that may have influenced them. 

By an Act of Parliament, a bank which is limited must always remain 
unlimited in respect to its notes !—That is so. 

So that, if a limited bank issues its notes, it cannot give its shareholders 
the advantage of clear limited liability /—Not so far as regards the extent 
of its issue. 

Do you think it would be any advantage to. the issuing banks in 
England to be allowed, as the Scotch banks are, to issue against gold ?—It 
would undoubtedly be a very great advantage, because we could then issue 
to the full amount of our limits. Still, [should be very sorry to see any 
increase in the present local issues, 

Supposing a cattle dealer held some country bank notes, do you think 
his claim against the bank ought to be preferred if proceedings were takef 
in bankruptcy, to the claim, say, of a servant girl who had deposited her 
savings in the bank /—The holder of a country bank note is an wep vege | 
holder of it, whereas a depositor has a choice of the bank, that he wi 
take his money to. 

Do you know any case of a country note being refused ?—Not unless 
there has been some rumour about the solvency of the bank, but asa 
general rule, no. 

Mr. Goscnen—You see a distinction between interfering to protect 
circulation and interfering to prevent individuals from doing business with 
the people they wish to do business with There is a distinction. 

And a very strong distinction /—Yes. 

Do you consider it to be a matter of paramount public importance that 
in regard to the issue of notes the State should, as far as possible, protect 
the holders of notes against loss }—I do. 

You think the circulation ought to be protected and hedged round by 
every possible security 7—I do. 

Do you _ that opinion as a banker, and also from a public point of 
view P—I do. 

Mr. AnpeRson—You informed Mr. Lloyd that the Bank of England 
put special restrictions on issuing banks prior to 1844 ?—Yes, 

Do these restrictions exist now P—I think so. 

Then that is prejudicial to the issuing banks in England P—As far as 
the restrictions go they are prejudicial. 

And the non-issuing banks considered themselves to be on as good a 
footing as the issuing banks P—There was a bulance of advantages. Some 
became banks of issue and. others issued Bank of England notes, each de- 
ciding what was best for its own interests. 

Do you not know that all the banks in Liverpool decided to issue Bank 
of England notes, and entered into an arrangement with the Bank of 
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England P—I think the banks established prior to 1844 did. When thé 
Liverpool banks decided to issue Bank of England notes, they arranged 
that they should keep a certain sum under discount, and thus they got the 
advantage of that sum being discounted at a certain percentage below the 
minimum current rates. 

You say that your notes are payable at all your branches P—Yes, we 
pay them at all our branches. 

But are they payable at all your branches ?—Legally speaking, they are 
not. On looking at one of our notes this morning, I found it read thus, 
“ We promise to pay here, or at the London and Westminster Bank, £5 
on demand,” but we should not under any circumstances hesitate to pay 
any of our notes wherever presented, at any of our branches. 

That is a purely voluntary arrangement, not imposed by law ?—That is 
voluntary. 

You say you would have no objection to Scotch banks coming to 
England if the English banks could compete with them on equal terms, and 
you added that in order to be able to do this, the English banks would 
require to get other £20,000,000 or £22,000,000 circulation P—Yes, 
excluding London. 

You said also you would consider that equivalent to getting the use of 
£22,000,000 additional capital P—Yes; but | said that included the same 
proportion of £1 notes as now exists in the Scotch circulation. 

I suppose you could only displace the gold provided the public were 
willing to take your notes? By what process would you induce the 
public to take notes and displace the gold p—I have no doubt the public 
would take the notes of any substantial issuing bank, whether private or 
joint stock. Ihave no doubt we could gain a very considerable amount of 
circulation: The process, I suppose, is the same in Scotland. 

Do you not issue all the notes you can at present p—Yes ; we issue all we 
can, but if we had a more extended limit we could double our circulation, 
T have no doubt, in a few weeks. 

Supposing you got this extra £22,000,000, how would you induce the 
public to take it ?—I do not profess to have the £22,000,000 at all. I said 
abstractly that to put us on an equal footing with the Scotch banks, we 
ought to have the £22,000,000, but I did not propose that we should have 
it. Iam not certain that we could not in the course of time issue a very 
- large amount of notes. 

a J. Lussocx—lIt is the law that now keeps down your issue P— 

es. 

Mr. ANpERsoN— What amount do you think you could issue ?—I could 
not answer that question. I do not think any one could answer it. 

Is it your opinion that an issuing bank can put out any quantity of 
notes that it pleases ?—Certainly not. ; 

If it issues one note more than the public require, will not that note 
immediately come back again ?—Undoubtedly. With £1 notes, how- 
ever, we conld drive out gold much more easily than we could with £5 
notes. 

Well, do you want an issue of £1 notes in England !—No. 

Rong object to them ?—We do object to them, or, rather, I object to 
them. 

Will you state your objection to £1 notes ?—First, there is the general 
objection, which I stated before; I should not like to see any change in 
the currency of England, as settled by the Act of 1844. I should not like 
to see any change which would have the effect of diminishing the gold 
basis on which the Act was founded. Then I think that among an ignorant 
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rural: population there would be constant panics as to forgeries of bank 
notes. 

Is there that in Scotland ?--I do not know. 

Are you aware whether that is the case either in Scotland or Ireland ? 
—The Scotch people are so accustomed to £1 notes that I do not think 
you could even force a gold circulation upon them. On the other hand, I 
think it would be equally difficult to force a paper circulation of £1 notes 
on the lower classes in England. 

¥ou admit that the State is warranted in seeing that note issues are 
secured ?—That is my opinion. 

Now, as to your system of banking in Liverpool, do you charge a com- 
mission on the summation of the accounts ?—Yes; on the summation of 
one side, of the debtor side. 

In a debtor account ?—In either a debtor or a creditor account. . 

In reality it is a commission on your outdrawings ]—Yes ; that is how it 
is done. 

What is the amount of the commission?—It varies very much. We 
have one class of accounts, a limited class, though an important one, over- 
drawn accounts, and upon those we charge } per cent. Then we havea 
much larger class of accounts, with crédit balances, on which we allow 
interest at 1 per cent. below the bank rate, and charge 4 per cent. commis- 
sion. Then we have a third class of accounts, deposit accounts, on which 
we allow interest, and charge no commission at all, 

Does not the system of charging a commission on drawings tend to 
reduce the number of transactions that your customers have, and to make 
them keep their money by them?—No; because they can open a second 
account. On the second account there would be no commission, but we 
should require a small balance, sufficient to be remunerative. That is 
what we understand to be the London system—viz., a purely cash system, 
Every bank in Liverpool does the same thing. 

What is your charge compared with the Scotch 1—There is our com- 
mission of } per cent.; on £10,000 that would be £25, but the interest 
charged by the Scotch banks is very considerably higher. For instance, the 
Scotch banks average on overdrawn accounts 53 per cent. Our average 
last year was only 44 per cent.; perhaps not quite 43, but we will take 
it to be that in round numbers. Their rate of discount was } per 
cent. higher on the average than ours. Therefore, this £25 commission, 
supposing we charged the same rate of interest and discount as the Scotch 
banks, would be reduced by £12. 10s., thus reducing the } per cent,-to 3, or 
2s.6d. That 2s. 6d. would cover £20,000 of the transactions, and those trans- 
actions would include retiring bills payable in London. They might retire 
the whole in London, and our charge would be only £12. 10s, . 

You think that your mode of charging is really more liberal to the customer 
than the Scotch ?—I think there is very little difference between the two. 
I do not think that in the long run there will be found to be much differ- 
ence. 

By Mr. Ornr-Ewi1ne: What is the name of your bank /—The North and 
South Wales Bank. 

Is it a joint-stock bank P—Yes. 

You publish your accounts, I think /—Yes, I have the last report before me, 

What is the amount of your deposits ?—They are over four millions 
at this time. ‘ 

How do you conduct your business? Supposing, for instance, I had an 
account of £10,000 to-day and drew it out to-morrow, what would you 
charge }/—That would depend upon the nature of the account. 
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But as a general rule with merchants doing business, do you not charge » 
certain commission for every cheque drawn /—Not if it is an account on 
the London principle. 

But I am speaking in the case of a merchant conducting general business ? 
—We proceed on the basis of charging a commission, or leaving a certain 
sun without interest to cover expenses. 

In the ordinary way of conducting business you would pay me interest ? 
—Certainly. 

Supposing I withdraw it, what would you charge?—Nothing if it was 
a deposit account ? 

I meant money, if a merchant lodges money to be drawn ont in a few days? 
—A banker can make no earthly use of that sort of money. 

What do you charge?—It depends entirely on the account. We have 
scarcely two accounts alike. 

Is it not the case that a large sum of money is placed in the hands, say, 
of jewellers for safe custody, because of the charges made by Liverpool: 
banks 7—I do not think so. I cannot understand why it should be so, 
when people can open accounts with the Bank of England, upon which 
they pay no commission whatever. 

It is not generally done, then?—I don’t think so. Every bank in 
Liverpool is willing to take any number of accounts on the basis of the 
London. principle. We are all willing to take accounts on that basis. 

May I ask where does the gold and notes employed in business in Liver- 
nae from? Is the money brought in the customers’ pockets from. 

chester ?—I think it comes chiefly through the Manchester and 
Liverpool District Bank. Very large sums are passed down from Man- 
chester to Liverpool every cotton market day. 

Do you think it is a safe system to conduct the business of the cotton 
trade of this country that way—the customer to bring the money down 
from Manchester to Liverpool in his pocket ?—It is sent through the 
Manchester and Liverpool District Bank, and then the other Liverpool. 
banks have also agents in Manchester, not brought down in the pockets of: 
the customers. 

By cheque ?—For instance, A, at Manchester, instructs his agent to pay. 
B at Liverpool. 

Then it is by cheque ?—Yes. 

Is it a safe or a correct system that merchants at Manchester are obliged: 
to bring down notes and gold to Liverpool /—It is not the fault of the 
Liverpool bankers. 

Is there any banker in London who would refuse to give a cheque to a. 
customer in payment of cotton /—I do not know. 

P.. in Liverpool you would not give a cheque }—The bank does not issue 
ues. 

Do you not think that system restricts the loanable capital of banks 
in Liverpool }—I do not think so. We have quite money enough ; more 
than we can employ at home. 

You do not approve of Scotch banks coming to England ?—We do not 
in ~ slightest fear the competition of the Scotch banks if we are on the 
same footing. 

Would it not be for the benefit-of the public that an additional loanable 
capital should be imported into England /—I should say, looking at the dis- 
count market in London, there is almost too much capital. I think cheap 
money is the remote cause of our panics. 

Do you remember what the circulation of bank-notes was in 1844?—I 
think the private issues were about £8,000,000—I mean the country issue. 
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—and the Bank of England £21,000,000; but I am speaking quite off the 
book, and Mr. Palgrave will be much better able to answer that question. 

What do you estimate the circulation of gold at the present moment }— 
I have seen various estimates: I should think it must be at least 
£100,(00,000. 

What data do you go upon ?—I would rather not go into the question. 
The estimates which I have seen have ranged from £80,000,000 to 
£120,000,000. I think that £100,000,090 is practically the medium. 

Are you aware what Sir Robert Peel, when introducing the Scotch and 
Irish Act, estimated the circulation of gold to be 7—No. 

Mr. Orr-Ewine—Sir R. Peel in his speech estimated the amount at 
£30,000,000 to £35,000,000, 

Witness—Of course the business of the country has trebled since then. 

Examination continued by Mr. Orr Ewrnc— 

But banking facilities are increasing every day 1—Yes, they have. 

Which has a tendency to diminish circulation Yes, to diminish the 
use of gold. 

And notes too ?—Yes, and of notes also. 

We have it in evidence that the circulation of bank-notes now is 
£31,000,000, and in 1844 £29,000,000. Do you think it is likely when 
there is only an increase of £2,000,000 that the circulation of gold should 
have increased from £35,000,000 in 1844 to £100,000,000 now ?—I think 
ib is quite possible, because there is nothing to economise the use of 
scvereigns, and I think that the increase in trade during these thirty 
years would account for the increase in the gold circulation. The facilities 
of the clearing-house have no power of diminishing the use of gold. 

Do you not think when you take into consideration that the circulation 
of Scotland is under £6,000,000, while its population is only a seventh part 
of England, that the estimate is high }—As I said before, it isa matter 
of conjecture. I do not think it is improbable. 

Is not money in circulation unproductive capital ?—Yea. 

And therefore any system of banking in a country which holds so large 
an amount of circulation must prove that there isa want of bank accommo- 
dation in that country /—I do not think so. I think every legitimate 
bank accommodation that is required is given by the English banks. 

I do not mean strictly accommodation, but I meant to say facilities }— 
The facilities which the English banks give are, I think, as far asI can see 
from the returns, almost identically the same as the Scotch. I notice, 
too, that the Scotch banks allow on one class of deposits 2°66 per cent. ; 
on another class, 1:53 per cent.; on the daily balances, 1 per cent. 

That is the amount of money paid, but what is the bank accommodation ? 
In Scotland we have one bank to every 3,800 of the population. What is 
the number in England ?—I think the bank offices in Scotland exceed those 
in England by about four to one. 

Quite so—and that gives greater facilities for deposits ?—No; I think 
not. It is not the number of banks in one given town that gives accommo- 
dation ; it is the number of towns in which there are one or more banks. I 
think it is quite possible that there may be too many banks, but I think as 
far as accommodation for depositors goes, that it is nearly as extensive in 
England as in Scotland. 

You think you have not got branches in England in districts with as 
small a population as in Scotland ?—Not quite so. I mean that there isa 
bank or banks in every town in England where it would pay to have one, 

How do you account for it that in Scotland, with a very small currency 
in circulation compared with that in England, these banks-——- 
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Mr. Bacxnovss—I object to your premises. You assume there is 
£100,000,000 in circulation. The circulation is probably about the same 
as in Peel’s time. 

Mr. Oxr-Ewrnc—I do not think there is £50,000,000 in circulation. 

Sir J. Lussock—Probably a very large amount of gold in England is in 
the tills. 

Wirness—As I said, I really do not know the amount. It is a merecen- 
jecture at the best. I have seen estimates as high as £120,000,000, and as 
low as £80,000,000. I put it, therefore, at £100,000,000. 

Examination by Mr. Orr- Ewine continued— 

What is the amount of gold in Scotland ?—In the banks ? 

Yes.— About £5,000,000, I believe. ' 

£5,000,000 is a very small amount in comparison with £100,000,000, 
but if the gold in circulation in England were £40,000,000, £5,000,000 
would not look so small ?—Yes, certainly. 

By Mr. Campsett-BANNERMAN—You do not agree with the opinion 
that Sir Robert Peel recognised the rights of the banks as existing in 
1844, with a view to their subsequent diminution, or, perhaps, extinc- 
tion ?—I do not think so; my opinion is that it was final. I understand 
that that Act created and fixed three great currencies—the one great 
central currency of the Bank of England, the subsidiary currency of 
Scotland and Ireland, and the subsidiary currency of the provinces of 
England. 

You are acquainted with the circumstances of the panic in Scotland in 
1857, when the Western Bank failed ?—No, Iam not. I could not give 
evidence on the point, as it is so many years ago. 

Supposing the case of a panic, affecting, av it did in that case, the de- 
positors rather than the note-holders, would the effect of the notes being. 
secured in the way you recommend—that is, making the notes of a bank 
a first charge against the assets—not have a tendency to increase the 
panic?—I don’t think so, because the notes form such an infinitesimal 
amouni of the assets. In that case what happened was this:—The de- 
positors in the Western Bank came and presented their receipts, and received 
payment in notes of the Western Bank, which they immediately took to 
some other Scotch bank, deposited them there, becoming thereby depositors 
in that bank. 

If the Western Bank notes had been a first charge on the assets, and 
been perfectly secured, would not there have beer a tendency to hoard the 
notes, and would not the panic have had a tendency to increase ?—I do not 
know about the hoarding. Of course if it had the effect of inducing them 
to hoard, the result you mention would have occurred to a certain extent. 

In the case of the three methods of charging, you stated, I think, that 
the commission covers everything ?—Yes; we only charge commission on 
one side of the account. 

And there is no other charge, directly or indirectly ?—I have said it 
covers the retiring of bills payable in London, drafts on demand, and other 
payments on demand made in London to customers, cheques received from 
and paid to all banks in England, dividend warrants collected, coupons, 
and country notes and gold. 

In all those cases there is no charge for interest besides this commis- 
sion P—No. 

None at all ?—None. 


You said, I think, that you considered the bill introduced this year 


the best solution of the difficulties between the Scotch banks and the 
English —Yes, 
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‘Do you see nothing exceptional in the case of the Royal bank, which 
has a special Act of Parliament ?—Yes; I see there are difficulties as there 
are difficulties almost in every measure, but I think Mr. Goschen’s bill 
involves the minimum of difficulties in settling the matter. 

You would prevent the Scotch banks from coming to London as well 
as to the provinces ?—Yes, so long as the English banks are prohibited 
from doing so; I think we ought to be put on the same footing. 

Would you come ‘to London if you had the chance —I would require 
consideration to answer that question. 

By Mr. Munve.ta—You said you thought English, Irish, and Scotch 
banks should confine their operations to their respective countries ?—So 
long as they enjoy the privilege of issue. 

Do you object to the privileges which the Scotch banks enjoy ?-—Not at 
all. if they stay at home. 

You are in favour of expelling the Irish and Scotch bankers ?—That is 
the effect, I believe, of Mr. Goschen’s bill. 

Sir J. Luspocx—He means.unless they surrender their privileges. 

Witness— Yes, 

By Mr. Munpetta—You do not desire to “level -up *’—No; I think 
that would be a great disadvantage to the country at large. 

Do you consider Scotland is over-banked ?—No. 

You don’t think the Scotch system has the tendency to develop thrift 
and trade ?—The Scotch system, I think, drains the country of a greater 
amount of deposits than the English system does. 

Is not that an advantage ?—It may or may not be. WhatI mean is, 
that the Scotch. banks have extended their branches to almost every towu 
‘in the country. 

Ts it not a fact that all these small deposits go into the banks, which is 
much better than being deposited with the Chancellor of the Exchequer ? 
—yYes; toacertain extent. I think the Government are the best bankers 
for the small savings of the industrial classes, up to a certain point. 

Do you think it would not be better if the English country banks 
offered some inducements to make deposits, the same as in Scotland }—I 
was going to state that the terms offered by country banks in England are 
-as nearly as possible the same as in Scotland. As I stated before, the 
deposit rate of interest in Scotland amounts to an average of 1:73; our 
average is 2°39. 

There is not the same extension of banks in England as in Scotland, 
and consequently not the .same competition for-deposits ?—There is not 
the same number of banks in proportion to population. 

‘Is there not therefore a much greater desire to “drain ” the country of 
deposits in Scotland P—Perhaps the banks do. 

Would not that lead you toaconclusion to “ level up”? P—No; I don’t 
think so. 

Where are the Liverpool bills discounted p—In Liverpool. 

Do you think that half the Liverpool bills are discounted in Liverpool 
itself ?—I think so. I know that Liverpool banks have to.compete with 
-London brokers. We have constantly to.work a fraction, under the Bank 
rate to obtain discounts. 

I think you stated that the system of charging commission had not the 
effect of limiting banking business. Are you nut aware that close. busi- 
ness men are constantly scheming to avoid the payment of bank com- 
missions ?—Yes; that is human nature. But I do not. know a single 
customer dealing with our bank in Liverpool who does not transact the 
whole of his hanking business. with us. 
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You state as an abstract question of fairness that the English bankers 
ought to have the same right of issue as the Scotch banks p—Yes. 

But you think it would be injurious to English bankers }—No; to the 
English people. 

By Mr. SuHaw: Have you increased your capital lately P—We have 
passed a resolution to increase our capital to half a million, and our 
‘reserve to a quarter of a million. 

Are you extending your branches?’—Wherever we have ascertained 
that a branch will pay we have established one. 

Have you calculated what circulation you require todo your general 
business with P—I think if we had power to issue at the whole of our 
branches, we should be able to sustain a circulation of £250,000. 

Have you much competition to contend with?—At thirteen places 
where we have banks there are branches of other joint-stock banks; at 
eight places we are met by private banks; and at eight other places we 
‘are unopposed. 

What are the banks you are principally opposed by?—They are 
principally branches of the National Provincial Bank. 

Would it not be a great advantage if you had a note circulation similar 
to the Scotch P—It would be.an advantage to ourselves, but I do not think 
it would be to the country. 

Do you ask for your privileges to be enlarged P—No. 

Is the country circulation in England based upon gold at all p—All I 
know is we always keep a large amount of gold against our issues. 

Do you think a £1 note in England would increase panic ?—I do. 

Even if it was a £1 Bank of England note ?—I think even a £1 Bank 
of England note would have the effect of driving gold out of the 
country. 

But the gold would go to the Bank of England, would it not P—I think 
any increase in the existing note circulation of the country must have 
the effect of displacing an equal amount of gold from the country. 

By Mr. Leveson Gower: Do you think the existence of the colonial 
banks in England is a disadvantage ?—That is a question I have not thought 
much about. 

There is quite as much competition amongst the English as there is 
amongst the Scotch banks, is there not ?—I think there is. 

There is no rule among English banks as to the rate of interest they 
will allow P—No. 

By the CuaNce.ior of the Excnequer: Whatis the amount of your 
authorised circulation >—£64,000. 

That is about one-hundreth of the circulation of the whole of England ? 
— Yes. 

Can you appraise the money value of your circulation P—Our circulation 
costs us about £i per cent. per annum. That includes the license duty, 
the cost of printing, stationery, and postage. The Scotch is 5s. higher 
than that, but there is no doubt the smaller notes do entail a larger cost 
than the larger ones. The value of our right of issue to us would, of 
course, be regulated by the rate of interest at which we employ our money ; 
and also by the amount of notes signed and ready for issue in our tills, 
and which, to all intents and purposes, are performing as much duty as 
Bank of England notes so long as they are capable of issue. 

Supposing a Scotch bank were to sell its right to issue to another bank, 
would you see any objection to it coming to England to do business p—I 
should not. 

By Sir J. Luspocx—Have you carefully considered the suggestion which 
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‘the Chancellor of the Exchequer has just made in respect to a Scotch 
bank selling its right of issue ?—No, I have not, because the question has 
come upon me very suddenly. 

By Mr. Orr-Ewine: Does your circulation sometimes exceed its 
authorised amount ?—It does sometimes. 

What is the net profit of the Liverpool banks upon their capital 1—In 
1874 the total divisible profit was 13 2°5ths per cent. The protit of our 
own bank, which is included in that amount, was 17} per cent., and during 
the last six months we have made profit at the rate of 20 per eent. per 
annum, 





Mr. ROBERT HARRY INGLIS PALGRAVE, called in and examined. 

The CuairmMan—I think you are connected with Gurney’s Bank at 
Great Yarmouth ?—I am; Gurney and Co. have an authorized issue of 
£261,109. It is at Norwich, £105,519, at Lynn, £42,817, at Wisbech, 
£59,713, and at Yarmouth, £53,060. 

I think you have been requested by the Committee of English 
Country Bankers to give some information to this Committee !—I have; and 
as the statement which I have to give requires so many figures I thought 
it would be more convenient to the Committee if I had it printed before- 
hand. I beg leave to offer a copy of my statement to every member of the 
Committee, and I trust that it will facilitate the inquiry. 

Mr. BackHovsE: Can you give any information as to the proportion 
which the note circulation of the United Kingdom generally bears to the 
total amount of business done in the country ?—The exports of the country 
have increased from £144,000,000 in 1844 to £607,000,000 in 1844, and 
the Clearinghouse return has increased from say £1,500,000,000 in 1844, to 
£5,916,000,000 in 1874, while the note circulation has only increased frum 
£37,380,000 to £43,910,000 during the same period. 

Does the note circulation increase in proportion to the general business 
of the country ?—It hardly does, in 1873 for instance while the Clear- 
ing-house returns increased, and the amounts of the exports and imports 
were considerably augmented, the note circulation of the country was 
smaller in comparison both with previous and subsequent years. 

Does the note circulation appear to be influenced either by the amount 
of the exports or imports or by the general busines of the country as shown 
by the Clearing-house returns }—I think that it does not appear to be in 
any distinct and decided manner. 

Can you state the probable amount of gold coinage in this country, and 
in France and foreign countries ?—I do not think that my opinion on this 
matter is as good either as that of Professor Jevons or Mr. Hendriks, the 
actuary of the Universal Life Insurance office. I was unable to communicate 
with Professor Jevons, who lives at Manchester, and I therefore requested 
Mr. Hendriks to supply me with information which he was so good as 
to do. He considers that the total gold circulation in this country is 
about £100,000,000, to which must be added the amount of bullion held 
by the Bank of England among the gold in its possession. The amount 
of this is not certainly known, but it is believed to be from £10,000,000 to 
£15,000,000. The total gold coinage of France, Italy, Belgium, Switzer- 
land, &c., those countries which have signified their adhesion to the Mone- 
tary Treaty of December, 1865, is about £225,000,000. That is, the gold 
coinage current in sovereigns is about half the gold coinage current in 
Napoleons. Mr. Hendriks, I may add, gave evidence before the French 
Enquéte of 1870, and is, I think, the first authority in the country on this 
part of the question. 
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Can you give any details as to the gold coinage of England }—The total 
gold coined in London since the establishment of a gold currency in 1817, 
and in Australia, since the establishment of branch mints there, in 1855 
and 1872, has been £251,762,000. It is estimated that fully 60 per cent. 
of the total British and Australian mintages has disappeared from circula- 
tion (say £151,762,000), leaving in circulation in Great Britain and Ire- 
land, in 1875, £100,000,000. 

Does the note circulation bear a larger or a smaller proportion to the 
gold coinage now than it did in former years ?—The gold coinage was 
estimated by Mr. Newmarch in 1844 as being £36,000,000. Mr. Weguelin 
considered the amount in 1857 as being £50,000,000. Itis obvious, there- 
fore, that the note circulation of this country, at this time, bears a far 
smaller proportion to.the gold circulation than it-has ever hitherto done. 

Can you give any information as to the amount of the issues of private 
and joint-stock banks in England and Wales collectively, and as to the 
proportion which the actual issue bears to the authorised issue /—The 
authorised issue of the Provincial Banks was £8,648,853 in 1844, it is now 
£6,460,985. The actual issue is now £4,960,000, about 75 per cent. of the 
authorised issue at this time. 

Can you supply the amount of the provincial circulation since 1844 ?— 
I have prepared a statement based on the weekly returns published in the 
“Gazette.” To cause greater accuracy in it, I have divided the returns 
according to the months in each year; and this statement gives the 
amount of the circulation for each month during the whole period.* 

Has the proportion of the authorized issue to the actual issue remained 
uniform during the last thirty years ?—The proportion of the actual issue 
to the authorized issue has diminished during that time, but it has re- 
mained stationary during the last seven years. 

To what do you attribute this difference ?—To the.faci ihat the issue 
is at this time principally by banks in the agricuitural districts 
where the population has fallen off or remained stationary during the last 
thirty years, and that cheques at the present time to a very great extent 
supersede the use of notes. 

Do the English provincial note issues remain uniformly at or about one 
amount during the course of the year ?—No, they fluctuate considerably. 
The statement of the average amounts for the ten years 1845-54, 1855-64, 
1865-74, shows that the circulation in the months of January, April, May, 
October, and November is above the average of the year. 

Do the issues of the private banks and the joint-stock banks fluctuate 
in the same manner ?—Yes, exactly in the same manner. 

Are these fluctuations periodical, or do they take place at irregular 
intervals ‘—They occur periodically and regularly in every year. I have 
prepared a statement in which the annual increase in October as compared 
with August is shown, and another which shows the diminution in August 
as compared with April. t 

Do you think that the circumstances of this rise and fall in the English 
country note circulation, of these regular and. periodical: fluctuations in it, 
are generally known ?—I believe that it is very little known; it is a mere 





* Norz.—A statement of the provincial circulation generally will be found in 
the May number of the Bankers’ Magazine; and tables exhibiting the position 
of the provincial circulation for every year from 1844-74 in the current number. 

t Tables which show these fluctuations will be found in the April and June 
numbers of the Bankers’ Magazine. 
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eee matter, and I think that most people are entirely ignorant 
of it. 

Do you think that this regular annual fluctuation in the issues of the 
country banks had any share in the diminution of the provincial circula- 
tion to which Mr. Gladstone referred in his speech on the currency on 
July 31, 1866, in which he said :—‘ Why is the rate of discount charged 
by the bank kept up at 10 per cent.? It is because of the limited condition 
of its reserve. And why is the reserve so limited? Because of the 
immense demand consequent upon banking discredit, the immense 
demand made upon the notes and coin of the bank. Notes and coin have 
been called for to supply this want. But what part has been played during 
this period by the country bank circulation? Has that circulation been 
found available for the wants of the country? There has been an immense 
demand for notes and coin, and under these circumstances if the country 
bank circulation had been in a satisfactory state, it is evident 
that not only the notes and coin of the Bank of England, 
but those of the country banks themselves, would have been largely 
drawn upon. Instead of that, however, we have seen the country 
bank circulation actually diminished by not less than £1,000,000 in the 
very time of this distress on the Bank of England. And how has the 
place of this £1,000,000 been supplied? Why by an enhancement of the 
drain upon the Bank of England ?”—There is no doubt whatever as to 
the fact which Mr. Gladstone comments upon. There is no doubt that 
the country note circulation was about £1,000,000 less in August, 1866, 
than in the April of that year. But if the Committee will look to the 
year 1861, in the table which shows the diminution between the months 
of April and August in each year, they will observe that in 1861 a drop 
of no less than £792,000 occurred in the same period to which Mr. 
Gladstone referred. Further back, in 1851, the Committee will find very 
similar figures. And, without recurring to those occasions, there was a 
special occasion in 1866 why the diminution in that year should have been 
larger than ordinary. It was the year in which the National Provincial 
Bank was relinquishing its issues. The notes of the National Provincial 
Bank which were being withdrawn from circulation, and which were 
included in the returns made to the Stamp Office, were :— 


On April 7 oe see «+» £102,770 
» May 12 ove oes vo 81,323 
», Aug. 28 eee see eee 43,447 


‘They were, therefore, included in the drop to which Mr. Gladstone 
referred, and a diminution of nearly £60,000 beyond the ordinary diminu- 
tion is, therefore, to be attributed to this cause; and if the Committee 
will look at the table which shows the annual rise in October as compared 
with August, they will see that in the year 1866 that rise was no less 
than £613,000: This increase in the provincial circulation was actually 
larger than the corresponding rise between the August and October of 
1845, the first year in the series, thus, notwithstanding that the total 
circulation had dropped from £7,700,000 in 1845 to £5,040,000 in 1866, 
the actual rise in the last-mentioned year was, as I have mentioned, larger 
than it had been on the previous occasion. I think, therefore, that I am 
quite entitled to consider that the diminution to which Mr. Gladstone re- 
ferred was not occasioned so much by an alarm respecting the issues of 
the private ard joint-stock banks in England, as by the diminution in 
trade generally, and that as that pressure passed away and trade revived, 
so the circulation rose, as is shown by this statement. 

And if this circulation is less than it used to be, does that circumstance 


N 
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affect the fluctuation ?—No, it does not appear to affect it at all. The 
diminution in August as compared with April in 1874 is actually greater 
than it was in 1845, although during that time the total circulation had 
diminished from £7,700,000 to less than £5,000,000. 

Those fluctuations show, do they not, that country bankers cannot ex- 
pand the country circulation at their own personal pleasure 1—They show 
that the circulation is affected entirely by the demands of trade, and 
nothing else. 

Would the country bankers have to supply any other circulating medium 
if bee were deprived of their own right of issue 1—Yes, no question they 
would, 

From what source would they derive the notes so employed ?—They 
would have to employ the notes of the Bank of England, if they were 
deprived of the right of issue. 

What would follow if they had to employ any other circulation than 
their own ?—They would have to keep a far greater amount of notes in 
their tills than the amount which they now have to keep, as they 
would be entirely unable to estimate the demands which might be 
made upon them. . I have here a return of the daily issue of our bank at 
Yarmouth in the months of December and January, for the years 1872, 1873 
and 1874. At Yarmouth there isa very large herring fishery, the boats are 
paid off annually at one date in the year, and that fact causes arise in 
our circulation, which amounted in 1873 to no less a sum than £30,000, 
as between the 1st and 22nd of the month of December, when the boats 
were principally paid off. We issue at two centres, one at Yarmouth and 
the other in an agricultural town further in the country. I have divided 
this return between the notes issued at Yarmouth and the notes issued at 
the other part of the district, and the Committee will observe that the rise 
takes place entirely and only in the notes issued at Great Yarmouth, and 
not in the notes issued in the rest of the district. It is, therefore, obvious 
that if we were unable to supply this demand with our own notes, and had 
to apply to the Bank of England for it, as the demand is very uncertain 
in its amount, we must hold a very much larger amount of notes than the 
amount which we usually use. Of course, it would be impossible for us 
not to be provided with the means of satisfying the demands of the fisher- 
men, and therefore we should have to make a rough estimate of it before- 
hand; and I consider that we should probably have to keep in hand 
certainly not less than £20,000 or £30,000 more Bank of England notes 
and gold than we probably should use, for that occasion only. 





House or Commons, Thursday, June 24. 
Tue Committee resumed their investigation this mornitig, under the presi- 
dency of the Chancellor of the Exchequer. The other members present 
were—Mr. Anderson, Mr. Backhouse, Mr. Balfour, Mr. Campbell-Banner- 
man, Mr. 8. Cave, Mr. Beckett Denison, Mr. Orr Ewing, Mr. Goschen, 
Hon. E. F. Leveson-Gower, Mr. Hubbard, Mr. Kavanagh, Mr. Sampson 
Lloyd, Sir John Lubbock, Sir Graham Montgomery, Mr. Mulholland, Mr. 
Mundella, Mr. Norwood, Mr. W. Shaw, Mr. Torr, and Mr. Hussey Vivian. 

Mr. PALGRAVE (of Messrs. Gurney’s Bank, Yarmouth) was recalled, 
and further examined. 

Mr. BacknousE—You have spoken as to the circulation generally. Can 
you supply any information to the Committee as to issues of individual 
banks ?—The authorised and actual circulation of the issuing banks in 
England and Wales in April, 1875, the amounts of the authorised issue, 
the actual average of the issue of each bank during the year 1874, and the 
proportion of each actual issue to the authorised issue, will be found in the 
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tables which I have handed in to the Committee. The general average of the 
actual to the authorised issue is 75 per cent., but the Committee will find 
that the circulation is usually below its limit in the agricultural districts, 
I have placed opposite the name of each bank a description of the locality 
in which the business is carried on, and these localities vary from 99 per 
cent., which is the highest, to 16 per cent. I may add that I am informed 
that all those hanks whose circulation is the highest, practically never issue 
a note. At the present time their circulation is out, and in fact it never 
comes home. The variation in the circulation is explained by the wants of 
the population in those districts where the banks are situated. 

Has proximity to London any effect on the circulation of a bank? 
—It certainly has. There has been a vast alteration in the habits of 
the population and in the character of the district since 1844. I may 
mention, for instance, that Bedford, which was entirely a provincial 
town at that period, is now included in the Metropolitan system of 
railways. I find on inquiry from the banks in the district that there 
are very few bank notes circulating there. As far as I can ascertain, 
there are forty banks of issue outside London and within the 65 
miles circle. I may mention that there is no legal definition that 
I have ever been able to discover of the 65 miles circle. These 
40 banks have an authorised issue of £1,203,517. Their actual issue 
in 1874 was only £652,683—that is tosay, 54 per cent. of the authorised 
circulation. The circulation within the limit has dropped very much 
more rapidly than the circulation beyond the limit. In 1844 the circulation 
within the 65 miles circle was one-fifth of the whole English circulation ; 
in 1854 it was one-sixth; in 1872 it was one-seventh ; and in 1874 it was 
only one-eighth. There are 73 private banks beyond the 65 miles circle, 
with an authorised issue of £2,604,475, and their actual issue is £1,890,944 
—that is to say their actual issue is 72 per cent. of thelr authorised issue. 
The 54 joint-stock banks are all beyond the 65 miles circle, and they have 
an authorised issue of £2,652,993, and an actual issue of £2,333,273—that 
is to say, their actual issue is 86 per cent. of their authorised issue. 

In your opinion, does the fact that the circulation of a bank is below its 
limit furnish any ground for inference with regard to the state of its 
deposits ?—It allows no inference whatever to be made. 

Have you received returns from the banks which enable you to give your 
reason for holding that opinion ?—I have received statements from banks 
possessing £2,474,892 out of the actual issue of £2,652,993 possessed by the 
joint-stock banks in this country—that is to say, I can give the Committee 
information as to the whole of these banks with the exception of a sum less 
than £200,000. 1 have received replies from 36 of the issuing joint-stock 
banks in Englaud an Wales as to the amount of deposits held by them in 
the years 1844 and 1874 respectively, and the proportion borne by their 
circulation to their deposits at both dates. These 36 banks had an autho- 
rised issue-in 1844 of £2,021,289; their deposits in 1844 were £12,008,068 ; 
and the proportion of their issue to their deposits in 1844 was 17 per cent. 
In 1874 their actual issue was £1,746,245; their deposits were £42,342,294 ; 
and the proportion of their issue to deposits in 1874 was 4 per cent. ; and the 
proportion of their deposits in 1874 to that in 1844 was, taking 1844 as 
100, in 1874, 353. 1 received also replies from 25 issuing banks in England 
and Wales as to the proportion of their capital and circulation in 1844 and 
1874. These 25 banks had an authorised issue of £1,149,119, and their 
capital in 1844 was £1,064,492—that is to say, the proportion of their 
issue to capital in 1844 was 56 per cent.; their actual issue in 1874 was 
£949,758; and their capital in 1874 was £7,223,323—that is to say, the 
proportion of their issue to their capital in 1874 was 13 per cent, 
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Mr, Sampson Luoyp--Do I understand that you are now speaking of 
joint-stock banks /—These replies are from joint-stock banks. I received 
replies from 21 issuing banks in England and Wales as to the amount of 
their capital, deposits, and circulation in 1844 and 1874 respectively. These 
21 banks had an authorised issue in 1844 of £956,605; their capital in 
1844 was £1,802,292 ; and their deposits were £5,831,909 ; the propor- 
tion of their capital to their deposits in 1844 was 31 per cent. The actual 
issue of the same banks in 1874 was £766,177 ; their capital was £6,130,107 ; 
and their deposits at the same date were £25,009,113. The proportion of 
their capital to deposits in 1874 was 24 percent. I likewise received replies 
exactly of the same character as those made to the right hon. gentleman in 
the chair as to the position of 59 banks, issuing and non-issuing, in England 
and Wales in 1875. The total capital of these banks was £17,591,329; the 
reserves were £7,649,731; the total of their capitals and reserves 
£25,241,060 ; their deposits were £129,866,919; their acceptances and 
other liabilities, including their liability in notes, were £9,979,653 ; their 
total liabilities to the public were £139,846,572—that is to say, the pro- 
portion of their capital and reserves tu their deposits is 19} per cent., and 
to their total liabilities 18 per cent., showing, in my mind, the very strong 
position of English provincial banks. I may add that this statement 
entirely confirms my previous investigations, made many years ago, upon 
the same subject. I had no doubt when these inquiries were sent out as to 
what the result of the answers would be—that they would show the 
strong position of English provincial banks in respect of their capital and 
reserves to their total liabilities. I have also a statement, which perhaps 
I had better put in, from 36 issuing banks, showing the proportion borne 
by their circulation to their deposits in the years 1844 and 1874 respec- 
tively. The total average in 1844 was17 per cent., and in 1874, 4 per 
cent. only. 

The CuarrmaN—Was that in consequence of the decrease in the circu- 
lation, or of the increase of the deposits !—The circulation had but slightly 
= It was chiefly caused by the vast increase in the amount of 

leposits. 

. Backnouse—Where circulation has dwindled down, do you think 
deposits have also dwindled ?—Certainly not; and the replies received from 
the banks confirm my statement. I have a reply from a bank in which 
the circulation had extremely diminished, but their deposits had gone up 
from £166,000 in 1844 to £1,066,315 in 1874. In one case only I have 
been able to trace the proportion of circulation to deposits from an earlier 
period. In this case, forty years ago, the circulation was 50 per cent. to 
the deposits, while in 1874 the circulation was only 10 per cent. to the 
deposits. The statement bears out my opinion that in every country in 
the world in which there has been a provincial note circulation (I include 
in this not only England, Scotland, Ireland, and also Sweden), circulation 
has preceded and fed deposits. 

Can you give the Committee any information as to the circulation of 
notes in Scotland?—The average note circulation of the Scotch banks in 
1874 was £5,900,000. The fluctuations in the Scotch circulation occur 
periodically, with remarkable regularity. 

Can you give the Committee the proportion of small notes to large notes 
in Scotland generally, and of each bank ?—All this information will be 
found in the tables which I have placed in the hands of the Committee. 
The proportion of the small notes is 66 per cent. of the whole circula- 
tion. 

Do you think that if the Scotch banks were confined to issuing notes of 
£5 and upwards, they would be within their authorised issue or not ?—I 
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think that if they were not absolutely within it, they would not be very 
far from it. The circulation of large notes was £2,000,000 in the course 
of last year, and the authorised issue is £2,749,271. It seems to me 
scarcely probable that their circulation would be anything like the amount 
which it now is if the small note circulation were suppressed. 

What conclusion do you draw from that circumstance ?—That the Scotch 
banks are indebted to the small note circulation for the very large circula- 
tion that they possess. 

Therefore, have the Scotch banks any advantage with respect to circula- 
tion over English banks ?—Certainly. There can be no question that 
if the English banks had the privilege of issuing small notes, their circu- 
lation would increase like the Scotch circulation. 

Has the power of amalgamation amongst the Scotch banks been of 
service to them or not ?—I think there can be no doubt of that, for it has 
enabled weak banks amongst them to be replaced by strong banks. 

Can you give the Committee like information with regard to the general 
circulation in Ireland ?—It will be found in the tables, The fluctuations 


which occurred in the Irish circulation are very similar to the fluctuations 


in the English and Scotch circulations. The tables give the proportion of 
the actual issue to the authorised issue, and the proportion of small to 
large notes in the issue of each bank in Ireland in 1874, I think it desir- 
able to mention that alone among the three kingdoms, Ireland possesses the 
same limit of authorised issue which was granted by the Acts of 1844-45. 

What conclusion do you draw from the proportion which small notes 
bear to the large ones ?—A conclusion very similar to that which I have 
drawn from the Scotch circulation. It will be observed that the small 
notes are 45 per cent. of the total circulation, and as the total circulation 
of large notes was only £3,744,000 out of the total actual issue of £6,769,000, 
I think it is clear that if the Irish banks had not the privilege of issuing 
small notes, they would be very largely below their authorised issue. 

The Acts of 1844-45 directed that certain portions of the circulation of 
the Bank of England, for instance when beyond the limit fixed at that 
date at £14,000,000, and the Scotch and Irish circulation, when beyond the 
amount fixed, should be issued against gold. Can you give the Com- 
mittee any information on this part of the subject? The fluctuations 
in the proportion of the circulation issued against gold are greater 
than in the remainder of the circulation. Perhaps it may be con- 
venient that I should state to the Committee how the table giving 
this information is made out. I will take the circulation in the 
month of January, 1874, for the United Kingdom. The circulation 
of the Bank of England for January, 1874, was £25,789,000; the 
circulation of the English banks for the same month was £5,210,000; the 
circulation of the Scotch banks was £5,700,000 ; and the circulation of the 
Irish banks was £6,880,000—that is to say, the total circulation for that 
month was over £43,579,000. The amount which the Bank of England 


- was allowed to issue on credit at that date was £15,000,000; the total 


English provincial circulation which is allowed to be issued on credit only 
is £5,210,000; the authorised Scotch limit is £2,749,000; and the autho- 
rised Scotch limit is £2,749,000 ; and the Irish £6,354,000—that is to say, 
of the Bank of England circulation at that date, £10,789,000 was issued 
against gold; of the Scotch circulation, £2,951,000 also issued against 
gold ; and of the Irish circulation, £526,000—making a total issued against 
gold in January, 1874, of £14,266,000. The proportion not issued against 
gold is £29,313,000. The Committee would find from the table of the 
annual averages of the total circulation of the United Kingdom, for the 
years from 1844 to 1874, that the branch circulation of the Bank of 
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England has increased from £6,510,000 to £9,990,000 in 1873. The 
circulation of the private and joint-stock banks, meanwhile, has dwindled 
from £8,170,000 to £4,980,000—that is to say, the private and joint-stock 
banks are £3,200,000 less, and the Bank of England provincial circulation 
£3,400,000 more; or in other words, the provincial circulation of the 
Bank of England has taken the place of the country note circulation. 
This Table also contains the amounts of the circulation issued against 
gold, and the circulation not issued against gold, given annually during the 
years 1845-1874; and in proportion as the circulation issued against gold 
increases, the fluctuations in the bank rate also increase, both in number 
andintensity. Hon. members will observe that in 1859 and in 1860, the 
proportion issued against gold is 22 per cent. of the total circuiation. If 
they look on to the column which contains the number of the changes in 
the Bank of England rate, they will find from that point onwards on an 
average of years contemporaneously with the increase in the proportion of 
the circulation issued against gold (which rises to 34 per cent. of the total 
circulation of 1874) the number of changes in the bank rate exceedingly 
increases, and the range of the rate also increases. I may add, that so 
far as I can trace it, the great increase in the deposits of English provincial 
banks has taken place since the year 1860. 

From what quarter has the gold required to be held by the Scotch and 
Trish Banks been obtained ?—It has been obtained beyond any question, 
from the reserves of the Bank of England. 

Have any provincial alterations in the rate of discount charged by the 
Bank of England coincided with the fluctuations of the provincial note cir- 
lation 7—The monthly averages of discount are given in a separate table, 
which contains the monthly averages from 1845 to 1874, drawn out in 
exactly the same manner, and for the same dates, as the averages of the note 
circulation. The committee will find in a further table the decennial 
averages for the same period. If they will look to the month of May, for 
the period 1845-1854, they will observe that the average rate for that month 
was £3. 7s. 7d., which was lower than the average for the ten years ; if they 
look to the same month for the next decennial period 1855-1864, they will 
find that the amount was £4. 15s. 8d., which was rather higher than the 
average for the ten years, while, if they look to the third period, 1865-1874, 
they will find that the amount was £4. 3s. 8d., which was very considerably 
higher than the average for the ten years, that is to say, that the rate 
charged in May has increased progressively, and is now higher than the 
average rate of the year in the proportions thus indicated. November will 
also be found to increase progressively in the same manner. The ratei n 
November is marked in the first decennial period as being 10 per cent. over 
the average; in the second, as being 11 per cent. ; and in-the third as being 
16 per cent. over the average of the ten years. 

Can you quote any opinion from any person of authority in support of 
this statement ?—I may quote from a statement made by Mr. Weguelin, 
formerly governor of the Bank of England, in the Appendix to the 
Report from the Select Committee on the Bank Acts, ordered to be printed 
by this House in 1857. In Appendix No.1 to that report, Mr. Weguelin 
makes the following remark :—“ Now, with regard to the oscillation of 
the internal circulation of the country, I may notice that there is periodically 
a demand for currency from the Scotch and Irish banks, which, while it 
produces a most sensible effect upon the Bank of England reserve is un- 
controllable by any act of the bank. At certain periods of the year, 
especially after harvest, the demand for currency commonly greatly ex- 
ceeds the authorised issue; and as the excess must be issued on gold 
deposited in certain specified places, that gold is withdrawn from the bank 
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reserve, to be again restored to it when the reflux of the currency of the 
Scotch and Irish banks takes place, which is usually in the months of 
December to March. The Scotch banks very generally exceed theit 
authorised aggregate issue; but with the [rish banks, although the aggre- 
gate issue is not usually exceeded, yet it often happens that some are in 
excess, whilst others are under the authorised amount; but as each bank 
has to provide for its own excess, the demand on the London bullion 
reserve is as great as if the whole [rish circulation had gone beyond its 
limit. The banking reserve is acted upon disadvantageously, in similar 
proportions as, practically speaking, it must be understood that the banking 
reserve is the balance of the total issue after satisfying the wants of the 
public for circulation.” In his evidence given before the Committee of 
this House, from the Appendix to which these remarks of Mr. Weguelin 
are taken, he is asked at question 42, “Is there not a demand upon you at 
that period of the year” (that is to say in the autumn) “for Scotland and 
Ireland”? His answer is: “There is a demand for coin, but not for 
notes.” Then question 43 is: “That coin being intended to sustain the 
increased local circulation in Scotland ?/—Precisely so. (Q.) Is there not 
a corresponding demand, in the same period of the year, for an 
increased circulation in England and Wales ?—(A.) Yes, we think there 
is, but we cannot trace that so well as we can the Scotch and Irish de- 
mand. The reason why we can trace the Scotch and Irish demand better 
than the English demand is this :—that by the law of 1845, by which the 
Scotch and Irish banks were regulated, those banks are bound to deposit a 
certain amount of coin in specified places for any amount of notes issued 
by them beyond the amount authorised under those Acts. (Q.) That is 
to say, if there be a demand for increased circulation of small amounts 
for retail transaction, it will be transacted in England and Wales 
by an increase of the metallic currency, but in Scotland and Ireland by an 
increase of small notes, which must be increased by the demand upon you 
for bullion under the present law ?—(A.) That is the operation of it.”’ 

While the fluctuations of the provincial note circulation have continued 
to increase, have the fluctuations in the rate of discount increased or not ?— 
The fluctuations in the rate of discount at the two periods of the year to 
which I have called your attention, appear to me to correspond precisely in 
increase with the augmentation of the demand made on the reserve of the 
bank on account of the Scotch and Irish circulation, exactly in the manner 
specified by Mr. Weguelin. 

Can you give the Committee any other reason than those which you have 
mentioned for believing that those fluctuations are dependent upon the 
demand for gold for Scotland ?—It is impossible for me to show the Com- 
mittee any other authorised statement of the rate of discount prevalent in 
this country during the last thirty years, than that charged by the 
Bank of England; but Iam able to lay before them the average rate 
of discount for first-class bills for the twenty years 1825-1844. I do not 
propose to quote the Bank of England rates for those periods, 
as during the greater part of that time the Bank of England followed 
generally an uniform rate. But Mr. D. B. Chapman, when giving evidence 
before a Select Committee of this House on the Bank Acts, 1857, supplied a 
statement of the rate of discount for first-class bills for the years 1825-44. 
If honourable members will look at the Table containing the decennial 
averages which I have made out from this statement in the same manner 
as all the other decennial averages in these statements, they will observe in 
the ten years 1826-34 that May is the average of the year. In the ten 
years 1835-44, the rate in May is considerably below the average of the 
year, and though the rate in November is high as compared with the 
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average of the year, yet in neither of those decennial periods is it by any 
means, the highest in the year. This appears to me to indicate that for 
these twenty years, which are the nearest period to 1844, which I am able 
to offer to the Committee as a basis for comparison, there was no excep- 
tional demand for the means of discount during the month of May, or the 
month of November. 

The figures which you quote, show that the fluctuations before 1844, do 
not coincide as to the period of the year with the fluctuations after 1844 ; 
can you give any other reason for believing that the fluctuations in the bank 
rate are increased in intensity by the Scotch demand at the present time /— 
In the last table of this series, the Bankers’ Clearing House Return for 
the years 1868-1874, are given. The reason that I am unable to give the 
Committee information upon this point as to any earlier date is, that the 
Clearing House returns were only published regularly since 1868, through 
the intervention of the honourable member for Maidstone. 

Sir Jonn Lusspock—They were published in 1839, were they not ?— 
Only a portion of them, and in a very imperfect manner. I have brought 
out in this table the monthly average for the months of the whole period, 
exactly on the same principle as the other averages. If the Committee 
will look to the last table in that series which contains the weekly averages 
during the seven years, 1868—74, they will see that the average amount 
passed through the Clearing House, which we may take as a general indi- 
cation of the business done in this country, is in the month of May, dis- 
tinctly below the average of the year, and that November is also below 
the average of the year. I think that I am, therefore, justified in stating 
that the increase in the rate of discount is coincident in time with the in- 
crease in the Scotch and Irish demand, and therefore appears to be con- 
nected with it. 

Mr. BacknousE—What do you hence believe would be the effect of 
abolishing the provincial note circulation and centralising it in the Bank of 
England /—I am quite aware that tables like those I have been referring 
to can only give, so to say, the dry bones of the subject. I think they 
show, however, that if the provincial circulation were abolished and 
centralised in the Bank of England or any other central bank of issue, 
the demand on the reserve of such a bank would be increased and aug- 
mented, and the fluctuations in the rate of discount would be augmented 
in the same manner. 

Mr. BackHousE—Can you give us any information as to the understand- 
ing of theEnglish banks of issue when the Act of 1844 was passed ?—1844 
was far earlier than my own time, but I may mention that Mr. Rodwell was 
questioned in 1858 as toan interview which he had with Sir Robert Peel 
as to the feeling of the English country bankers respecting the arrangement 
made between them and Sir Robert in the year 1844. Mr. Rodwell 
wrote to two friends asking them to confirm his recollection of what 
occurred at the interview, and they did so. Mr. Rodwell’s statement was 
to this effect: “The whole tendency of the observations made by Sir R. 
Peel at the time led us all to the conclusion, not only that the privileges 
of issue would not be interfered with, but that unless some cause arose the 
Act itself would be a permanent Act; that is to say, permanent in prin- 
ciple, provided that in the meantime it was found in ils operation to 
work as he expected it to do. Our full impression was that the principle 
was permanent, that it depended upon the intervening circumstances 
whether the Act should be in any way modified; but he gave us reason 
to believe that, whether disturbed or not, the privilege of our issues 
should be undoubtedly continued.” This statement is contained iu 
the minutes of evidence taken before the Select Committee on the 
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Bank Acts in 1858. Sir Robert Peel was asked whether the country 
bankers might consider their privilege of issue as much an inheritance as 
any other part of their business. His reply was that he saw no reason to 
the contrary, provided no steps were taken on their part to thwart the 
measures by which their note circulation was limited. The whole 
tendency of the observations of Sir Robert Peel led tothe conclusion, not 
only that the right of issue would not be interfered with, but that the 
Act itself would be permanent and conclusive, provided that in the 
meantime it was found in its operation to work as he expected itto do. 1 
may add that this statement was embodied in the report of the Select 
Committee. The Acts of 1844 and 1845 can only be regarded as having 
been designed to accomplish a great practical object with the least possible 
disturbance of existing interests. I should state that the Act of 1856, 
entitled “ An Act to continue certain compositions payable to bankers who 
have ceased to issue bank-notes,” and which repeals section 25 of the Act 
of 1844, states in its fifth clause that such compositions should continue in 
force, and be payable until Parliament shall prohibit the issue of bank- 
notes, or until the exclusive privilege of the Bank of England shall be 
terminated. 

Mr. Backuovsse—Can you quote Mr. Freshfield’s statement about the 
gold in the Issue Department ?—A paper was prepared by Mr. Freshfield 
for the information of the Chancellor of the Exchequer in November, 1856, 

The Cuarrman—State what the general upshot of that was?—I am 
afraid I ought not to put my own interpretation on Mr. Freshfield’s 
statement. I had better read Section 10 of that paper, which is as follows : 
“ That the provisions of the Act are not for the benefit of the note-holders, 
but for ascertaining the limit of issue, is clear, not only from the general 
policy of the Act, but from the contemporaneous enactments as to banks 
in Scotland and Ireland, where the issue is equally limited by the amount 
of bullion without any provisions that could tend to secure that bullion 
to the note-holders.” 

Mr. Backxuouse—It is desirable to bear in mind the fact that the letter 
exists. People do not often refer to blue-books., 

Mr. BacxnovusEe—-Can you put in any statement as to the capital 
of the London joint-stock banks in 1844 and 1874 ?—It appears that on 
3lst December, 1844, the deposits of the?joint-stock banks in London were 
as follows:—London and Westminster, £2,676,741; the London Joint- 
Stock Bank, £2,245,330; Union Bank, £1,591,200 ; Commercial, £239,622 ; 
London and County, £1,231,412 ; total, £7,984,305. The total capital of 
these banks, as far as I can ascertain from the Banking Almanac for 1845, 
was at the same date as follows:—London and Westminster, £800,000; 
London Joint-Stock Bank, £600,000 ; Union Bank, £422,900 ; Commercial 
Bank, £80,000 ; London and County, £160,000—the total being £2,062,900. 
The corresponding amounts of the deposits of the eleven London banks in 
1874 are given in the Economist of February 13, 1875, as being £96,900,000 ; 
their acceptances and other liabilities, £13,900,000 ; their total liabilities, 
£110,800,000 ; and the amount of their capital and reserves is stated to be 
£12,500,000. 

The CuarRMAN—You say you consider that the abolition of the provin- 
cial issues will prejudicially affect not only the issuing banks, but the interests 
of the country generally. Will you state a little more fully why you think 
so 7—If the provincial note circulation were abolished, it is clear that some 
other note circulation must take its place. If hon. members will look at 
.the statement of the annual averages of the circulation, they will see that 
step by step, as the circulation of the Provincial Banks has declined, so 
the circulation of the Bank of England has taken its place. It appears to 
me that if the fluctuations which, as I have shown to the Committee, exist 
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in the English country note circulation, were transferred to the circulation 
of the Bank of England, it would affect the Bank reserve in exactly the same 
manner asthe fluctuations in the circulation of the Scotch and Irish banks. 
These fluctuations correspond with the fluctuations in the rate charged for 
discount by the Bank of England. It appears to me therefore-probable 
that a similar result would follow the transfer of the English country note 
circulation to the central circulation of the country. 

The Coarrman—Do you consider that the withdrawal of provincial 
issues would affect the interests of the particular parts of the country 
where there are now provincial issues?—I cannot doubt that great 
inconyenience would be caused to those parts of the country. 

Why should it be more inconvenient to those parts of the country where 
there is a considerable issue to have it replaced by Bank of England notes 
than it would be to those parts of the country in which there is only a small 
issue ?—I think the public as well as the bankers share in the advantages of 
the issue. The provincial issue enables the country bankers, as far as they 
possess it, to carry on their business on more advantageous terms, and 
therefore I think the public would suffer if that privilege were withdrawn 
from provincial bankers.* 

I observe that in the table in which you give the authorised and actual 
circulation of the issuing banks, the bank which stands at the head of that 
list, with 99 per cent. of its authorised issue actually issued, is in the city 
of Carlisle, where the bank has an authorised issue of £19,972, and an 
actual issue of £19,857 ; and the bank which stands at the end of the list 
isa Monmouth bank, with an authorised issue of £16,385—not very far 
short of that of the Carlisle bank—but an actual issue of £2,720 only. 
Can you point out any differences between the circumstances of the 
neighbourhood of Carlisle and of the neighbourhood of Monmouth that 
should make it necessary or desirable in the one case that there should be - 
a larger provincial issue, and that in the other case it was not so desirable ? 
—The right honourable gentleman has selected the extreme points from 
this table, and I am afraid I cannot give him exact information as to the 
position of the last bank he has named. I think there must have been 
some exceptional circumstances with which I am not acquainted. 

I understand you to say, with regard to this table generally, that the 
banks which issue a large proportion of their authorised issues would be 
found in the most advanced and advancing parts of the country, and that 
those which have issued the smallest proportion of their authorised issue 
would be found in the more stationary parts of the country ?—I made that 
as a general statement, and I think a reference to the column, in which 
there is the name of the place and a description of the locality, bears out 
the statement ina Rood way; but there are exceptional circumstances 
in every locality. I may add that I find the circulation in mining districts 
he “— more than inany other districts of the country. I cannot account 

or that. 

Do you suppose that can be due at all to the practice of paying wages 
chiefly in gold and small coin ?—It is highly probable that there is a much 
greater circulation of gold in those districts than there was in 1844. I have 
made inquiries from several banks on this point. One bank at Sheffield 
paid away from £4,000 to £5,000 in gold and silver weekly in 1843, whereas 
now they pay from £35,000 to £40,000 a week in gold and silver. This 
statement is borne out by information which I have received from other 
parts of the country. 

The remarks you have just made as to the change in the amount of 
circulation consequent on changes in the mode of paying wages seem to 





* A Table giving the authorised and actual issues of every Issuing Bank in England and 
Wales will be found in the July Number of ‘“‘ The Bankers’ Magazine.” 
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show that if there were a small note circulation, the proportions of the 
issue would probably be very different from what they are now in many 
localities ?— There can be no question that that would be the case, but I 
trust we may never see a small note circulation in England: 

That is another question; but supposing there was a small note 
circulation in England, there would bea much larger provincial circulation ? 
—I have no doubt there would be a very largely increased note circulation 
in the provinces. 

What do you think would be the consequence if notes of the branches of 
the Bank of England were substituted for the notes of the provincial banks ? 
—I think they would be subject to those inconveniences as to obtaining 
gold in payment of the notes that were mentioned before this Committee 
in the evidence of Mr. Seebohm. I understand that in some manufacturing 
places it is the practice of persons who have no banking accounts to obtain 
notes of the local banks, in order that when their pay days for wages 
come they may present these notes at the local banks and obtain gold for 
them. Of course they would be unable to obtain similar advantages from 
Bank of England notes, unless there were branches of the Bank of England 
in every town throughout the country, because the notes of the Bank of 
England are only paid atthe particular branches from which they are 
issued. 

Do you mean to say you consider that a person who has obtained a £5 
Bank of England note could not get cash for it at the local bank ?—I 
think he might not be able to get cash for it. It would be an act of 
courtesy on the part of the bank, unless he happened to be a customer. 

Can you imagine any other disadvantage that would arise from the 
substitution of Bank of England notes for provincial notes?—I think 
the issuing banks would be put to a greater expense in carrying on 
their business, for the reasons stated before this Committee by the 
Scotch bankers as to the till-money. 

How do you account for the fact that the circulation of the provincial 
banks in England has been declining, while the circulation of the branches 
of the Bank of England has been increasing?—In some places where 
the provincial banks have ceased to issue there are already branches 
of the Bank of England, but I must add that this statement of 
the provincial circulation of Bank of England notes, beyond question, 
understates considerably the real amount of Bank of England notes circu- 
lated in the provinces. I understand the National Provincial Bank obtains 
from London all the Bank of England notes which are issued at their 
branches, and consequently those notes figure in the metropolitan circula- 
tion of the Bank of England, while in reality they are in circulation in the 
provinces. Other banks in the country get their Bank of England notes 
from London, instead of obtaining them from the nearest branch of the 
Bank of England. 

When you said that some of these provincial banks which have the 
highest amount of actual issue in proportion to their authorised, issue do 
not re-issue notes at all, what did you mean?—I should have stated that 
they practically only re-issue such notes as come in. They never, as it 
were, issue a fresh note in that sense. 

What do you mean by that? Do you mean that they strike off a new 
note on a new piece of paper iu the place of the one that came in ?—No, I 
do not mean that; but I mean that they can only issue up to the extent of 
the notes which come in during a particular period. 

But if they are nearly up to their authorised issue, is it not manifest that 
they can only re-issue the same amount?—A bank might have an actual 
issue which approached fairly closely to its authorised issue, and yet have 
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considerable fluctuations in the issue ; but I find practically that those banks 
which are the closest to their authorised issue scarcely vary at all in the 
weekly returns. 

You think it is probable that in some of those banks which are nearly 
up totheir authorised limit there are fluctuations, but that these fluctuations 
are met by the issue of Bank of England notes 7—Of Bank of England 
notes and coin beyond any doubt It is obvious that a banker must supply 
his customers with what they require. If, therefore, he cannot supply his 
own notes he must supply those of the Bank of England. 

But if the bankers in those cases which stand at the head of your list are 
able to meet their fluctuations of issue by the issue of Bank of England 
notes, why should not the bankers who stand lower in the list be able to 
meet their fluctuations by the issue of Bank of England notes ?/—Beyond 
question they would, but then these fluctuations would be immediately 
transferred to the circulation of the Bank of England, and I have shown 
how undesirable it is that the demands on the reserve of the Bank which 
would hence result should be increased. 

Does your argument point to this—that it would be desirable to extend 
the limit of the provincial note issee?—It appears to me that those issues 
would be in the main sufficient if they could be used to their utmost extent, 
but the manner in which they are locally placed over the country prevents 
this from being possible. 

Would you then try to re-arrange the provincial issues ?—That is a very 
large and difficult question. I should desire in answering it to be under- 
stood to speak my own opinion only, but I think that the restrictions 
iniposed by the Act of 1844 as tothe transference of any part of the circula- 
tion from one bank to another cannot be useful in their working. They 
have given the banks which possess an issue a property to keep, but not a 
property to sell. If these banks had been allowed the privilege of amalga- 
mation on the same principle as the Scotch banks, I think the English 
issue would be far nearer its authorised limit than it is at the present mo- 
ment, 

Mr. Goscnen—If the privilege accorded by Sir Robert Peel could be sold, 
it would be more valuable than it is now, I suppose ?—I take the correct 
view of Sir Robert Peel’s opinion to te that the power of issue is an 
inheritance. 

But surely the inheritance would be more valuable if you could sell it 
to another bank ?—If we sold the privilege to another bank we could not 
use it ourselves. 

But the value would be greater if you could sell it —Beyond question. 

The Cuatrman—Section 28 of the Act of 1844 gives an interpretation of 
the words “ bank notes” ?—Certainly. 

And the second section of the Act 19 Victoria—that is, in 1856—con- 
tains a proviso as to Parliament possibly prohibiting the issue of bank 
— do not know whether it contemplates it. It states such a fact is 
possible. 

Do you think it is very common in an Act of Parliament to say that such 
and such a thing shall be done until Parliament shall do something else, 
unless Parliament has contemplated doing that something else, or as being 
at least within the range of probability 7—The 1ight hon. gentleman has 
far greater experience of Acts of Parliament than Ihave, but is it not the 
ho that powers are often reserved which it is not intended to put into 

orce ? 

Have you considered at all the question of the issue of bank notes, or 
giving security to banks of issue ?—If the right hon. gentleman will have 
the goodness to examine the table which I have prepared of the issues of 
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the provincial banks at the present time, he will find that the banks which 
at the present time keep in circulation above 80 per cent. of the authorised 
issue have an authorised issue of £3,27 1,448, and an actual issue of £3,030,361, 
that is to say, collectively, an issue of 92 per cent. of their authorised issue. 
Those banks which had out less than 80 per cent. of their issue possess an au- 
thorised issue of £3,189,536, with an actual issue of £1,846,549—that is to 
say, the actual issue of these other banks, which are 89 in number, whilst there 
are 78 in the previous division, is only 58 per cent. of their authorised issue. 
I conclude that this question is put to me from a practical point of view, 
and not as a matter of principle. I think, as a matter of principle, we must 
all be agreed, but I think the right hon. gentleman will see that there will 
be at once a vast difficulty in applying the question of giving security to 
these last-mentioned banks. 

You mean the banks whose circulation is lower ?—Yes; they have col- 
lectively an authorised issue of more than £3,000,000, with an actual issue 
of less than £2,000,000. I presume that any question of security would 
apply to the authorised and not to the actual issue. If it were applied 
to the actual issue, and those banks were confined in the future to their 
actual issue at the present time, it would amount, I think, in the opinion 
of the country banks to a confiscation of so much of that part of their right 
of issue. Therefore the right hon. gentleman willsee in what a difficulty he 
would place those banks. They have to meet their notes in their own dis- 
tricts, and also in London. He would propose that we should find security. 

Do not say that I propose ?—Well, it would be necessary, then, to find 
security for £3,000,000, and also to provide for the cashing of £2,000,000 
of notes, which I think could not be estimated at less than £1,000,000 
more—that is to say, those banks would have to set aside £4,000,000 in 
order to provide for £2,000,000 of actual circulation. I might be allowed 
to add that I should not wish to be understood to say that, these banks 
would have any difficulty in providing security. 

When you say that “upon principle we are all agreed,’ what is the 
principle? Do you mean that no notes should be allowed to circulate against 
which securities are not known to be held ?—Yes, “ believed to be held” 
would make the answer more exact. 

The question of principle upon which you say we are all agreed, but upon 
which I do not think that we are, is whether a bank ought to have aright 
of issue—say £10,000—of notes, absolutely and without conditions, or 
whether the State should impose any conditions upon the issue of the 
£10,000 in order to secure the £10,000 worth of notes being always con- 
vertible ?—There is no intention of allowing unsound banks to issue, sup- 
posing there were unsound banks. 

I do not intend to tnrow the smallest imputation upon the perfect capa- 
bility of the banks to meet the amount of the notes which they are autho- 
rised to issue, but that is a different question from the authorised issue 
being given conditionally. At present I understand it is given uncondi- 
tionally, and that is if a certain bank is authorised to issue to the 
amount of £10,000, do you think it would be right and reasonable if it were 
practicable to call upon that bank to give security for the £10,000 ?—I have 
endeavoured to show the result if such a proposal were carried out. 

Do you mean to say that the inconveniences which the application of the 
principle would involve would override the principle itself?—I mean to 
say that it might impose a great hardship upov many banks whose circu- 
lation is considerably below their authorised limit. 

Would it impose any inconvenience upon banks that were issuing up to 
the full amount /—I should consider that the inconvenience would not apply 
to them in the same manner. 
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Supposing all banks were issuing up to their various limits, should you 
then raise the objection ?—It is obvious that the objection would be dimi- 
nished in proportion as their actual circulation approached their authorised 
circulation. 

Do you see any very great object in a bank having an authorised circu- 
lation greatly in excess of its actual circulation ?—I conclude that no bank 
would willingly see its amount of authorised issue diminished. 

But supposing a system were adopted for good reasons—and I am only 
putting the question hypothetically—under which security was required to 
be given of the authorised issue, and that involved very little pressure on 
the banks of issue up to their limit, but considerable pressure on those 
which issued within their limit, would it not be probable that the banks 
which circulated systematically much within their limits would desire to 
have the limits brought down to something like the amount of their actual 
issue ?—I am hardly prepared to answer that question, as there are so many 
banks involved who might have reasons to desire the contrary. 

Each bank can determine of itself ?—No question about that. There 
may be reasons why the issus of 1874 did not correspond with the usual 
average issue. 

Have you ever considered the question, by what process a value might 
be ascertained of the amount of the issue of a particular bank? Supposing 
a bank had an authorised issue of £10,000, could you give us a formula 
by which the value of the amount could be ascertained /—I think it is ex- 
tremely difficult to ascertain the real value of an issue toa bank. It has 
been stated in evidence that the National Provincial considered their issue, 
which was about £400,000 in amount, as being equivalent to £1,000,000 
of deposits, and I think that that answer will explain how difficult it is to 
place a value on an issue. 

You would not yourself suggest any method by which the value could be 
ascertained ?—I think it is an extremely difficult question to answer. I 
think the mere money value of the issue only inadequately represents the 
value of the issue toa country bank. For instance, customers may be 
brought to a bank owing to the fact that they held notes of the bank. 

In fact that the notes act as a sort of advertisement ?—Yes. 

If people holda number of Bank of England notes, they would wish to 
deposit them somewhere /—They might, and if there was a branch Bank of 
England in such a town, I think it would be more likely that they would 
be attracted to it, but it must be remembered that the Bank of England 
allows no interest upon its deposits. 

People would soon find out whether a bank allowed interest or not ?— 
Certainly: but I believe that it is the practice of all issuing bankers in 
England to allow interest on their deposiis. : 

By Mr. GoscuzN—As to the practical effect of giving security, I under- 
stood you to say the securities would be held, firstly, on behalf of the 
authorised circulation ; secondly, a second amount of reserve would have to 
be kept in London; and, thirdly, a certain amount in the tills of the bank 
itself. What proportion do you consider would be held in London and in 
the tills of the bank ?—I think such a proportion must vary according to 
the circumstances of each particular bank. 

I wish you to repeat the proportion which you assumed ?—I gave it in a 
rough manner, as being about the half of the actual issue. 

Held between the two places ?—Yes. 

Need we mix upthe question with the reserve that would be needed ? 
—I think it shows the amount of the means of a bank which it would be 
bound to keep reserved against its circulation. 

Do you mean that it would seriously increase the amount of convertible 
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securities held by banks ?—I think it would not alter the proportion of 
these securities at all, except so far as a certain part of them: would be, on 
this assumption, set fast as a security of the issue. 

Would not the effect of requiring the banks to hold securities be that 
in the caso of banks who held available securities against their issue, 
the former would be deposited in one place?—If they were deposited 
in such a manner, they would no longer be available for the general 
business of the bank. 

And you mean that it would then be necessary to change the arrange- 
ment of business ?/—In some way unquestionably. 

Do you mean that it might be confiscation if the banks were required 
to deposit securities /—WhatI stated was if the banks were limited to their 
circulation now existing, as compared with 1844, they would not like it. 
They would have a great reluctance to part with the difference between 
their actual and their authorised issue. 

If in your answer you conveyed to the Committee the opinion that the 
requirements of the private banks to deposit securities against issues would 
amount to confiscation, that would be erroneous ?—I intended my answer 
to apply to their reluctance to part with a right which they now possess. 

Have you, as a private banker, any complaint to make against the 
present restrictions /—No. 

Can you come to London?—We consider that we have that right as 
private bankers. 

Have you looked at your privileges and compared them with the privi- 
leges of the Scotch banks ]/—We are beneath our authorised issue. 

. Would the power of issuing against gold affect your authorised issue ?— 

0. 

Have you considered the issue of £1 notes?—I should be extremely 
reluctant to see an issue of £1 notes. In times of panic or any difficulty 
the existence of so large a circulation would be very undesirable. There 
would also be a considerable risk of forgery. 

You disapprove of the extension of the £1 note to England ?—Certainly. 
I think, too, the cost of gold circulation is very much less than the cost of 
a £1 note circulation, which would be 13d, for every note. The disad- 
vantages generally of the £1 note system would outweigh its possible 
advantages. 

By Sir J. Lussockx—The privilege of issue is increased by the number 
of branches ?—Certainly. 

Let us take the City of Glasgow Bank, which has an authorised circula- 
tion of £72,900, and 122 branches. Estimating that it would be necessary 
to hold £6,000 as till-money in each branch, that would be £700,000 
which it would have to hold ?—Yes. 

And at 4 per cent. would be equivalent to £30,000 a year ?— Yes. 

[Witness here put in a statement showing the weekly circulation of 
Scotch notes in Northumberland for the last four years: In one case it 
amounted to £4,000 ; £600 in another ; and £3,200 in another.] 

It seems that the circulation of Scotch notes is much larger where there 
are branches of the Scotch banks ?—Yes. 

Supposing the circulation of Scotland to be upwards of £9,000,000, that 
would be a circulation of £58,500,000 for England, in proportion to the 
population ?—That is so. 

And that would be £30,000,000 more for England than at present — 
Yes. 
Whatever they say the ultimate result might be to the trade and pro:- 
perity of the country, the immediate effect would be to give a large proft 
to the banks, would it not ?—Undoubtedly. 

By Mr. Denison —What is the date of the list of the last instance of 
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forged notes—I mean how many years ago’—We have had no forgery 
upon us, I think, for the last fifty years. 

Upon what notes were the forgeries committed 1—I think mostly upon 
the £1 notes. 

Are you aware that the instances of forgery in modern times are few 
and far between ?—I think they are few. There is far less temptation to 
forge with £5 notes in circulation than there would be with the £1 notes. 

You appear to attach small importance to. the immunity which the 
Scotch banks enjoy of paying gold for their notes at their branches ?—I 
have only experience of English notes. I cannot speak as to the Scotch 
banks. 

It stands to reason that it must be a very great advantage not to be 
under a legal obligation to pay the notes in gold at their branches ]— 
Unquestionably. 

The Bank of England do not pay their notes at all their branches ?— 


0. 

Therefore.it must be held that it is an advantage to limit the payment 
of notes at certain centres ?—Certainly. 

What are the conditions in order to admit banks into the country clear- 
ing-house ?—I am not aware of any. 

Do the West-End banks of London clear through the London clearing- 
house ?—I have no information on the subject. 

By Mr. AnpERson—You would object to the taking away of the provin- 
cial issue on account of its centralising tendency, and that it would 
increase the pressure for gold sometimes /—Yes. 

You said that the pressure for gold would be increased and augmented ? 
—I think I have said that the pressure on the reserve of the Bank of 
England would be increased. 

But you also said that it would be augmented. Is there any difference 
between the two words as you use them /—I think that the times of pres- 
sure would be increased in number, and that the pressure itself would be 
augmented as regards the amount which would be withdrawn from the 
reserve. 

The English banks are about £1,500,000 below their circulation, and 
would it not be of great advantage to the public that they should be 
allowed to go up to their full circulation ?—I think the public would be 
benefited if the English circulation approached more closely to the 
authorised circulation. 

Then it would be a benefit to the public to make some arrangement or 
re-arrangement of the circulation, which would enable the banks to bring 
the one up to the other ?—I think it would. 

Have you any suggestion to make as to how that may be accomplished ? 
—That opens so very large a question that it would be very difficult to 
give an answer to it. 

Would not being allowed to issue small notes do it more than anything 
else 7—I have a strong objection to the £1 note, although it might have 

. the effect you suggest. 

Your objection to the £1 note is a theoretical one, is it not, or is it 
founded upon practical experience of them ?—There has been no issue of 
£1 notes for the last forty years, therefore I have no experience of them 
myself in this country, but I consider the practical disadvantages of them 
were the vast number of forgeries which took place, and the vast number 
which would take place if they were re-introduced. 

Is it not a fact that the forgeries of £5 notes have diminished 
enormously in the last forty years P—That may be so. 

Are there not extremely few forgeries now /—I have had no experience 
of them, but you must recollect that the £1 notes circulate amongst a 
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very different class to that amongst which the £5 notes circulate. If the 
£1 notes were issued there would be about two hundred different forms of 
them in circulation in England at one time, and it would be extremely 
difficult to ascertain whether any one of these notes, which a person might 
probably see for the first time in his life, was a forgery or not. 

Would that difficulty not be met by a State issue of £1 notes ?—I think 
there are many objections to a State issue of these notes. 

Would the £1 note circulate amongst a different class in England to 
what it does in Scotland and Ireland ?—I have no experience of either Scot- 
land or Ireland. 


Well, are there any lower classes in England than there are in Scotland 
and Ireland ? 

Mr. Dentson—I rather object to the question. (Laughter.) 

P Sir : onN Lussocgs—Has not the density of population something to 
° with—— 

Mr. AnpERson—What do you mean by “density” ?—I am afraid that I 
cannot explain density to the honourable gentleman. (Laughter. 

What I want to know is why the £1 notes would be more liable to be 
forged in England than they are in Scotland and Ireland ?—I think if there 
were two hundred different forms of these notes there would be great 
facilities for forging them. 

Sir J. Lussock—I think there are three hundred banks in England. 

Mr, AnpERSON—But supposing there were only eleven different notes, 
as there are in Scotland ?—No doubt that would diminish the risk, 
because the Scotch notes are well known amongst the population. 

Do you charge any commission on current accounts in your banks ?— 
My bank is not in the habit of stating what its charges are. 

Can you say what amount of gold an issuing bank keeps at present 
against its issue ?—That is entirely according to the demands of the 
district. 

The room was then cleared for the Committee to consult, and the public 
were not re-admitted up to the time of the adjournment. 





Hovsse or Commons, Monday, June 28, 

The Committee resumed their investigation this morning, under the 
presidency of the Chancellor of the Exchequer. The other members 
present were—Mr. Anderson, Mr. Backhouse, Mr. Balfour, Mr. Campbell- 
Bannerman, Mr. 8. Cave, Mr. Beckett Denison, Mr. Orr-Ewing, Mr. 
Goschen, Hon. E. F. Leveson-Gower, Mr. Hubbard, Mr. Kavanagh, Mr. 
Sampson Lloyd, Sir John Lubbock, Sir Graham Montgomery, Mr. Mul- 
holland, Mr. Mundella, Mr. Norwood, Mr. W. Shaw, Mr. Torr, and Mr. 
Hussey Vivian. 

Mr. PALGRAVE (of Gurney’s Bank, Yarmouth) was recalled, and 
examined by Mr. Orr-Ewing :— 

The bank with which you are connected is a bank of issue /—Yes. 

Can you tell me how many partners there are ?—There are about 
sixteen partners. There are four distinct branches, and some of the 
partners go through the whole. 

Am I to understand that there are four distinct companies?—Four dis- 
tinct partnerships—at Norwich, Lynn, Wisbech, and Yarmouth. 

Do they allissue?—Every one of them issues, and our total issue is 
£261,109. 

Then would you not be more properly a joint-stock bank than a pri- 
vate bank 7—We are a private bank, and this has always been the case 
in our firm ever since its commencement. 

But when you returned to the Government five issues did you not do it 
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as £261,000 ?—No, we return it now at Norwich as £105,519, and at 
separate sums for the three other offices. 

They are four different concerns /—There are four different banks. 

May I ask, do each of these concerns balance its accounts separately, and 
do you combine them into one in any instance ?—Each bank makes up its 
accounts separately, and the head office combines them. It is from the 
head office that we have had the honour to answer the Chancellor of the 
Exchequer. 

And you think you are quite within the law when you represent that 
there are four different concerns, with four different sets of accounts, al- 
though you are combined as one ?/—We are only so far combined as one 
that there are some partners whose names run through the whole concern. 

You have supplied the Committee with voluminous and interesting 
statistics, but there are some statistics which you have not given—viz., 
as to the extent of your deposits, and the charges which you make to the 
public in conducting your business /—The information as to our deposits 
we have, as I have stated, given in to the right hon. gentleman the Chan- 
cellor of the Exchequer. Iam exceedingly sorry that it is not in my 
power tosupply you with the information you desire, asit is not the cus- 
tom of private banks to publishtheir balance sheets. If it were, we should 
have much pleasure in doing so. 

You decline to give information to this Committee or to the public as to 
the rates you charge for conducting your business ?—I will have much 
pleasure in answering you in a general statement, which I hope will meet 
your object. 

You decline to give the information because you are a private bank ? 
—It isso little the custom of private banks to give this information that 
I hesitated when I was asked on Thursday ; but if I state that we allow 
interest on our daily balances on current accounts at the rate of 1 per 
cent.,and charge our customers on overdrawn accounts atthe rate of 5 
per cent. ; that we allow interest on our deposit accounts according to rates 
varying with those of the Bank of England, like the joint-stock banks ; 
that I am convinced that our charges for commission in the aggregate 
do not amount on an average to 4 per cent.; and further, that having 
very carefully gone through the statement of Scotch charges put in 
by Mr. Davidson, [am satisfied, from my knowledge of the working of our 
business, that our charges and allowances to our customers are more favour- 
able than those of the Scotch banks, I hope this may be considered a 
sufficient answer. 

Under these circumstances do you not think it wise that private banks 
of issue should, in the interest of the banks themselves, not only give in- 
formation to this Committee, but should make their ‘transactions public, 
so asto inspire confidence on the part of the public ?—I have no hesita- 
tion whatever in saying that if the firms which I represent were to 
publish their accounts in the manner of joirt stock banks, it would 
tend to promote an increase of our business—I cannot say to increased con- 
fidence of the public, because I take it that we have that now in the fullest 
extent; but I take it that our business would improve if we published 
our accounts, but as it is not the practice of private banks to doso, we have 
never published such a statement. 

I quite believe you have got the confidence of the public, but do you 
not think it would be wise for private banks to publish the transactions 
of the bank in order that the public might see how they managed their 
business, and ascertain whether all the private banks were trustworthy or 
not ?—I think there are nearly 200 private firms in England, and that 
honourable gentlemen will excuse me from answering for all of them. 
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1 put it to youas a general principle?—Simply as a general principle, I 
cannot doubt that the more publicity a bank gives to its affairs the greater 
the business it will do. Lattribute the amount of the circulation of the 
private banks, as I do that of the circulation of the joint-stock banks, to 
the peculiar circumstances of the districts in which they carry on their 
business. It has so happened that private banks are more generally found 
in the agricultural districts of England, where the population has either 
remained stationary; or at least, speaking generally, has not advanced for 
the last thirty years. I take it that the altered habits of those districts, 
the greater number of deposits now received, and the manner in which 
business is now carried on, has limited the circulation. I observe that 
joint-stock banks carrying on business under similar circumstances to 
those of private banks, generally exhibit very much the same proportion 
of their actual to their authorised issue. Nevertheless, I may mention, 
that a joint-stock bank, as it happens, is the lowest but one on the list of 
proportions of absolute to authorised issue. I therefore take it that it is 
the circumstances of the district, and in no sense any other point, which 
affects the circulation of each bank. 

Not any want of confidence on the part of the public arising from a 
statement of the affairs of the bank not being published ?—No. 

Froi the figures which you have put in, it appears that your capital 
and reserves are 18 per cent. of your total liabilities?—That return was a 
general return, including a great many bauks. 

Not the whole of the English banks ?—If it had been in my power to 
have laid the statement of the whole before the Committee, I would have 
done so with equal confidence. 

You made no selection of banks?—Not at all. It was not a natural 
selection, or an arbitrary selection. 

What do you make the proportion of capital and reserve to the total 
liabilities of the Scotch banks ?—My impression -is the Scotch statement 
places them at about 10 per cent. 

Sixteen per cent., is it not? You are not prepared to give an answer ? 
—I am afraid I am not prepared with an answer. The English banks 
constitute a sufficiently large subject. 

Mr, CampsEtL-BanNERMAN—We have it in evidence before the Com- 
mittee. 

The CuatrMan—The witness will take it from you, Mr. Ewing. 

Mr. Orr-Ew1nc—It is 16 per cent., in round numbers. 

The Cuarrman—153. (Laughter.) 

Mr. Orz-Ewrne (to witness)—Then, as regards the London and joint-stock 
banks, what is the proportion which their capital and reserves bear to 
their liabilities ?—I think I must allow the London banking companies to 
speak for themselves. ' 

But you gave us the figures ?—The proportion is not so large as it is in 
the case of the provincial banks. 

I want it in evidence ?—It appears to mo rather less than 10 per 
cent. 

There has been, I think, some expression of opinion by some members of 
the Committee that the Scotch banks do not conduct their business on 
such safe principles as the English banks. Do you share that opinion ?— 
I do not share in that opinion, Perhaps the hon. member will allow me 
toread the statement made in the speech of Sir Robert Peel on the 5th 
June, 1845, This is a continuation of the speech which I quoted last 
Thursday. Sir Robert Peel says that “ the reason why England is able 
to maintain its system of banking is that England has adopted a gold cur- 
rency. A great country, having taken measures to secure a sufficient 
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supply of gold, may permit, in a distant part of the Empire, with a more 
limited amount of commerce, a different system of banking as regards 
security. But the security of the system which prevails in Scotland rests in 
the amount of gold in England, and it is this which enables Scotland to 
dispense with an amount of bullion in proportion to its circulation, and 
which, and not the solvency of the banks, ought to be the foundation of 
the promissory notes. I am not surprised that Scotland should wish 
to be — from this. I am not surprised that Ireland should wish the 
same, and I do not say it may not be possible, by taking the whole ex- 
pense of maintaining a gold currency upon this part of the Empire, that 
another system may not succeed in other parts of the Empire. But I do 
say it is just that the burden should be borne in equal proportions by all 

arts of the Empire, for I believe that that alone constitutes the real 
oundation of a safe issue of paper. I do not ask that Scotland should 
bear more than its fair share. I know that generally the banks in that 
country have been conducted in a manner most creditable to all connected 
with them. I think their system is preferableto that which prevails in 
this country, but I see no reason why, with the use of an extended issue 
of promissory notes, the banks, with their immense amount of paid-up 
capital, should not have a small amount of bona fide gold currency to provide 
for its future increase.’’? I trust the hon. member will not consider me pre- 
sumptuous in stating that I entirely agree with that part of Sir Robert 
Peel’s statement, that “generally the banks in Scotland have been con- 
ducted in a manner most creditable to all connected with them.” 

In fact, the speech of Sir R. Peel was made in introducing the Act of 
1845 7—Yes. 

And therefore it had reference to the system of banking in Scotland, 
prior to the passing of the Act of 1845, and not to the law as it now is in 
Scotland, where we are obliged to maintain a part of the burden of main- 
taining a goid currency in the country ?—I believe no Scotch banker has 
stated that there has been any alteration in their system in the last 30 
years. 

Had not the speech reference specially to the law which forbade Scotch 
bankers to issue an unlimited amount of paper without having any gold 
to represent it 7—I take it that the sentence respecting the conduct of the 
business applied to the business generally, and in no way to the issue of 
notes. 

Was not the speech specially meant to advocate the change carried out 
by the Act of 1845 ?—No doubt it was part of the discussion upon that 
measure. 

It was the reason assigned for making the change, was it not ?—I do 
not know that it was the reason: it gave Sir Robert Péel’s feelings about 
the Scotch banks. 

Was not the Act of 1845 introduced by Sir R. Peel to insist upon Scot- 
land bearing a portion of the expense of maintaining a gold currency in 
the country ’—I believe Sir R. Peel’s object in introducing the Acts of 
1844 and 1845, which we must take as one for this purpose, was to make 
the paper currency of this country fluctuate in the same manner as ihe 
gold currency, and that was the object of the limitation which he placed 
on the Scotch and Irish banks by the Act of 1845. 

The privilege which the Scotch banks have of issuing notes without 
gold basis amounts to £2,700,000 ?—I think that is the amount of their 
authorised limit now. It was larger in 1844. 

Is the amount allowed to be issued in England without gold basis 
£14,000,000 —At present £15,000,000 for the Bank of England. It has 
been increased three times. 
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And the amount that is permitted to be issued by the other banks, joint - 
stock and private, £8,000,000 ?—No ; about £6,000,000 at the present 
time. It was £8,648,853 in 1844. 

If you add £6,000,000 to £15,000,000, that brings out £21,000,000 
that the banks in England are allowed to issue without gold basis ?— 
Exactly. 

Does not that show that the amount of issue in England without gold 
is greater than it is in Scotland in proportiun to the population of the two 
countries ?—Yes ; the proportion is undoubtedly rather larger in England 
and Wales than in Scotland, but I do not think the population only ought 
to be taken into consideration in such a statement as that. The wealth of 
the country, the districts over which that circulation may extend, should 
all be included. The Bank of England note circulates over the world. 

Therefore the remark of Sir Robert Peel in 1845 could not be made 
now, because Scotland has to bear a greater proportion than England in 
the maintenance of the gold currency ?—I do not exactly follow out that 
statement, but it appears to me to be your opinion. 

No; I should like to get your opinion on the figures. 

Mr. Denison—The witness comes to state facts, and not inferences. 

Mr. Orr-Ew1ne—These are facts upon which I am examining. 

Mr. Denison—Yes; and likewise inferences. 

Mr. Orr-Ewine—I should like to be allowed to examine in my own 
way. (To witness): What is the amount of gold held in Scotland ?— 
About £4,000,000. The hon. member must bear in mind that the gold 
has a double debt to pay. It forms a part of the assets of the banks. It 
has been given in evidence by Mr. Fleming that he would be most reluc- 
tant to see a smaller amount of gold held in Scotland, and, therefore, I do 
not think it is quite possible to separate the amount of gold held against 
the circulation from the amount of gold which the Scotch banks would in 
their prudence have felt it necessary to hold if the Act of 1845 had not 
been passed. 

It more than satisfies the requirements of the Act ?—Yes, slightly. 

And you will admit that gold is not the only security which a bank can 
have for conducting its business with safety ?—Certainly not. j 

You do not contend before this Committee that there being a difference 
of 2 per cent. between the pees of capital and reserves to the total 
liabilities of the banks in Scotland and Engiand, that the banks in Scot- 
land are conducted on more unsafe principles ?—I had no intention what- 
ever, in making that statement to the Committee, to convey more than 
was intended in my words, which was to lay before the Committee a 
statement of the position of English provincial banking, as far as I was 
able to do so to the present time. 

But while you were stating the proportion of capital and reserves of the 
London and joint-stock banks to their total liabilities, you carefully 
excluded the percentage ?—I trust the hon. gentleman will draw no such 
inference from my remarks, 

At all events, that appears, according to the evidence, to be about 6} 
per cent. worse than Scotland ?—I accept your statement, and I have no 
doubt it is correct. 

Sir J. Lupsock objected to the word “ worse,’”’ and thought that “ less’? 
would have been a more accurate expression. 

Mr. Orr-Ewrne was proceeding to examine with regard to banks in 
England which had failed as far back as 1814 and paid no dividend, when 
the witness said he had no idea he should have been asked to extend his 
evidence sixty years back, which he submitted was beyond the scope of 
the inquiry. 
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Mr. Orr-Ewtne said the object of this part of his examination was to 
bring out the fact of the condition of Scotland in regard to banking. 

Witness—I believe that no bank has failed to pay its creditors in 
Scotland for something like one hundred years. But if the hon. gentleman 
is going to ask me which causes the greatest amount of suffering to a popu- 
lation, the failure of a joint-stock bank or a private bank, the answer 
might be a very different one. 

Are you aware that a return has been made to the House of Commons 
as to the banks in Scotland, from which it appears that the only banks on 
record that have suspended payment and not paid in full are two?—I 
accept the statement, but I was not aware of it. The whole of my infor- 
mation was conveyed in my last answer. 

Can you give a comparison of the bankruptcies in England and Scot- 
land ?—Might I ask the hon. member to intimate to me the drift of his 
inquiry? . 

ook at page 25 of your book. You state that there is a bankruptcy in 
England for every 1,500 of the population ?—That includes not merely 
bankruptcies, but other forms of liquidation. 

Just so; but it indicates the people have not paid twenty shillings in 
the pound ‘—Yes. 

<n England, then, there is a bankruptcy to every 1,500 of the popula- 
tion, whereas in Scotland the proportion is 1 to every 6,000 of the popu- 
lation ?—That is correct. 

You also show that the dividends paid by bankrupts in Scotland are 
much superior to what they are in England ?—I understand that is so. 

What is the percentage of the people in England who fail and pay no 
dividend at all?—I have not given my book in evidence. It is hardly fair 
that it should be quoted thus. It should be understood that the statement 
embodied in my book was drawn up by Mr. Esson, the accountant of 
bankruptcy in Scotland. 

Mr. Esson’s statement is that two-thirds of the bankrupts in England 
paid no dividend ?—That is how I understand him, 

And what is the number of failures in Scotland that pay no dividend ? 
—It appears to be about 16 per cent. of the whole, according to Mr. 
Esson’s statement. 

Do you think it would be an improvement with regard to banks of issue 
in England if they were allowed to amalgamate ?—Every restriction on 
business of that nature appears to me undesirable. 

You said, I think, that you would allow the weak banks to amalgamate 
with the stronger ones ?—I think I was referring to Scotland at that 
moment. ' 

Did you state that with reference to England ?—I might have said the 
smaller banks. I meant to say small, if I did say weak. 

But you are allowed to amalgamate now, if you do not exceed six part- 
ners _—Private banks can. 

You say there is no doubt it would be an improvement if private banks 
were allowed to amalgamate. Would you object to their amalgamating in 
such a way as to become joint-stock banks ?—I think every restriction of 
this nature is exposed to the risk of being injurious. It is a very wide 
question, however, and I can scarcely answer it off-hand. 

Do you think it most advantageous to a nation to have a great many 
small banks, with privilege of issue, or to have few large banks, with a 
great many branches ?—Each system has its own advantages and its own 
disadvantages. You may carry both of them to undesirable extremes. 

What do you think is the happy medium ?—I should consider that a 
bank carrying on a considerable but not an enormous business, with a 
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sufficient amount of capital and ample managing power, was in that 
osition. 

. Do you not think it is a great advantage that banks should be of small 

size, so as to control branches in important districts of the country ?— 

There aro-great advantages in carrying on a business in a mixed district. 

With these facts which you have put before us as to bankruptcies 
amongst the commercial community of England and Scotland, would you 
deduce anything from the circumstance as to the mode of conducting 
banking business in England and in Scotland ?—There is no question that 
it is of great advantage to the Scotch banks to have to deal with a com- 
munity which, on the statement of Mr, Esson, appears to have fewer 
bankruptcies among it than in some other places; but the hon. member 
will bear in mind that the law of bankruptcy is different in the two 
countries. 

Then you attribute to the law of bankruptcy the more healthy condition 
of the commercial community of Scotland as compared with that of Eng- 
land 7—I think tho natural thrift of the population and the law of bank- 
ruptcy combined have been a benefit in that respect. 

Do you not think that the fact of there being so few head banks in 
Scotland (only eleven), with a close connection between each other, which 
regulates the amount of interest on deposits and the amount of charges 
and discounts, is calculated to conduct the business more safely than the 
great many banks which exist in England ?—I understand that the charges 
made by the Scotch banks, and given in evidence, were minimum charges, 
and that deviations from those rules were permitted in different parts of 
the country. I do not think it is possible to lay down an iron rule as to 
the whole of the country. In a poor district, for instance, you could not 
make the same charges that you could in a wealthier district. 

Did not the evidence of the Scotch bankers amount to this—that all 
bills of the same character were discounted at the same rate ?—I quite 
understood the statement to be the minimum rate, and that deviations 
were allowed in the discretion of the managers in the different districts. 

I think you misapprehended the answers. Did not the Scotch bankers 
say that they discounted no paper which they did not consider to be 
perfectly good, and that, therefore, they placed all bills on the same footing 
as to discount ?—I believe Mr. Readman made that statement as applying 
to his own bank. 

Did he not speak for all the banks ?—I did not understand him to 
do so. 

Would you be surprised if that were the invariable rule—not to discount 
paper unless it was thought to be perfectly good ?—I think that ought to 
be the rule with regard to all banks. I cannot imagine any English bank 
would knowingly take a bill about which there was any doubt. Practically 
we take no bills except those which we consider to be first-rate bills. Our 
charge is uniform, according to the class of business. 

And the character of the customers ?—Ch, no; it is according to the 
amount of trouble that is given or not given. Discounting bills is only a 
small part of a provincial banker’s business. 

Are you of opinion that no banker having the right to issue, whether in 
Ireland, Scotland, the Colonies, or India, ought to have a right to come 
to London or any pari of England to conduct his business ?—That is a 
very wide questie>. I do not think it desirable to exclude colonial banks, 
and, as I have already stated, I believe that private banks of issue are at 
liberty to open in London, without the loss of their issue, if they choose 
to do so. 

I referred to Ireland and Scotland. Do you think Irish and Scotch 
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banks should be excluded ?—I think that banks having peculiar privileges 
can hardly expect to be allowed to compete with banks which have not 
got those peculiar privileges so far as those privileges extend. 

But they have no privileges which you do not possess when they come 
to England ?—They have the privilege of issuing £1 notes, and, I believe 
the Scotch issue would be scarcely up to its authorised limit, and would 
certainly stand at a far lower figure than it does at present, if the Scotch 
banks did not enjoy the privilege. 

And you think that because they have the privilege of circulating £1 
notes, they ought not to be permitted to come to London ?—I think that 
privilege gives them an advantage over English banks. 

And it is in the interest of the English banks that you speak?—I am 
speaking my own opinion. 

Tt is as a banker that you are speaking ?—One can hardly separate one- 
self from one’s occupation. I may add that, individually, the question does 
not affect us. 

But as one of the English public, do you think it would he to the advan- 
tage of the English public to have additional capital for the conducting of 
its business ?—As I understand, it has been stated that the opening of 
the Scotch banks in England would not bring any more Scotch capital to 
England than does already come here. Therefore, I donot see that more 
capital would be brought for the benefit of English business, as is stated by 
the hon. gentleman, 

Why is it that you, as abanker, should be so much afraid of the Scotch 
banks coming here, if they bring no more capital?—I have never stated 
that I personally viewed their coming with alarm. 

But I am speaking of you as a banker ?—There can be no question that 
English bankers object, and most naturally, that other bankers with greater 
privileges than their own should open branches in London. 

Sir J. Lussock—Or in England ?—Or in England. 

Mr, Orr-Ewinc—Would it be an advantage to Scotch banks to have 
offices in London ?—Yes, I think that has been shown by the vast increase 
in their acceptances since they opened in London. 

In fact, it would be absolutely necessary now, from the extent of the 
business, that the Scotch banks should havean establishment in London 
for the acceptance of bills }—The desirability or otherwise of that must 
be left to Scotch bankers. I understood from Mr. Fleming’s evidence 
that it was with the utmost reluctance that he consented to open an office 
in London. 

He was driven by the force of circumstances, I presume ?—There is no 
question that he would not have done it had he not been compelled to 
do so. 

How many days would be saved if a bill could be accepted at once in 
London instead of being sent to Edinburgh /—I believe it is one day’s post 
from London to Edinburgh. The remainder of the question ought to be 
put toa Scotch banker and not to myself. I am unable to answer it. 

Sir J. Lussock—Do you mean to say, Mr. Orr-Ewing, that they are 
receiving bills drawn upon London houses ? 

Mr. Orr-Ew1ne—No ; bills drawn upon themselves. (To witness) : 
What was the actual note circulation in Scotland in 1845 ?—£3,000,000. 

What is the circulation now ?—£6,000,000. 


Then, as the circulation of Scotland is £6,000,000, now, what ought the 
circulation of England to be, assuming its population to be 6} times as large 
as that of Scotland ?—I think the hon. gentleman has not gone into ll 
the points. 


Well, the circulation of Scotland is at present £6,000,000, is it not ?— 
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Yes, but I must add to that the £2,000,000 excess given in evidence by 
Mr. Readman as being at least the amount of the excess of the Scotch 
circulation before the exchanges were made. I must add also £1,000,000 
as the assumed amount of gold circulating in Scotland. That brings up ~ 
the circulating medium in Scotland to about £9,000,000. 

Well, if that were multiplied by 63, the total circulation, according to 
the population of England, would be £57,000,000 ? 

Mr. BackHousE—£59,000,000. 

Witness—£58,500,000 ; but I am not prepared to say that I agree with 
your statement as to the circulation of England. You seem to leave out 
certain important elements. The circumstances of the two countries are 
entirely different. The circulation ofacountry appears to me to depend 
upon its wealth. Now, if I take the Income-tax in England and in Scot- 
land as the basis of my estimate, I find that the property Income-tax in 
England in 1874 was £4,800,000; while in Scotland it was only about 
£490,000. Perhaps, however, the hon. gentleman will not accept In- 
come-tax as a basis of comparison, and I therefore purpose to take the 
assessed taxesof the two countries, which we may take as showing the rela- 
tive wealth of the two countries. In England they amount to £1,167,000, 
and in Scotland to £85,000 only. If the hon member carries out the 
computation as to the relative wealth of the two countries, he will see 
that the circulation in England is smaller in proportion to the wealth of 
the country than it is in Scotland. I make it out that the circulating 
medium is £95,000,000 in England as against £9,000,000 in Scotland. This 
appears to me to bea much smaller proportion relatively to the wealth of 
the country than the corresponding circulation in Scotland. The circula- 
tion in England is about £4 per head, and in Scotland £2 15s. per head of 
the population, and, relatively to the wealth of the countries, that appears 
to me a much smaller circulation in England than in Scotland. 

Sir G. Montcomery—aAs aprovincial banker in England, you object 
less to Scotch bankers establishing branches in London than in any 
other part of England ?—I think that is hardly a fair question to put. 

Sir G. Montcomery—Might not the London bankers feel more alarm 
from the possibility of English provincial banks coming to London and com- 
peting with them, than from the coming of the Scotch banks?—I think 
the provincial banks are perfectly satisfied with the way in which their 
Londen agencies are conducted, and that therefore they are not likely to 
come to London. 

Mr. CaMPBELL- BANNERMAN—Is it your opinion that the Scotch banks, 
by opening branches in London, would bring more capital for the use and 
benefit of the English people ?—It has been stated by Mr. Fleming that 
no increase in the amount of Scotch capital in London was to be looked 
for by the establishment of Scotch banks in London. 

Do you admit that there is anything sounder in the Scotch system of 
banking than there is in the English system ?—No; I do not think that. 

You don’t think the Scotch banks would do the business in London 
cheaper 7—No. 

Then why should the English banks object to their coming here ?—Be- 
cause they have advantages which the English banks do not possess, their 
position being strengthened by the possession of the circulation in Scot- 
land. They wonld compete on better terms, as far as their shareholders 
were concerned, than the English banks. 

Supposing any joint-stock bank of issue desiring to have an office in 
London, is there anything to prevent the shareholders, or a certain num- 
ber of them, by a deed of agreement, having an establishment in London, 
the original bank retaining its right of issue in the provinces }—The hon, 
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member will feel’ that it is a difficult thing for me to express an opinion 
upon a very abstruse legal point offhand, but I understand the terms 
of the Act, which I believe is the Act of 1833, to be this, that if any 
shareholder in a provincial bank of issue, is interested in a bank- 
ing business in London, and receives profits from that business, his 
bank would forfeit the right of issue. I conclude from that, that if a 
shareholder in an English provincial bank were also a shareholder in a 
Landon bank, his bank might, strictly speaking, be held to have forfeited 
the right of issue, but of course that isa very extreme case, and I would be 
understood to speak merely as a layman on this point. 

Do you say that one shareholder would be sufficient /—Yes. I have 
been informed that that is the legal difficulty, 

One Jonah would sink the ship ?—Yes. 

You have said that the value of the right of issue in Scotland is increased 
by the power to multiply branches. Those branches are valuable to the 
public as well as to the bank ?—Beyond question. Mr. Readman stated, 
however, in his evidence that he thought Scotland was over-banked con- 
siderably. 

In your valuable book called “Notes on Banking,” you state that a 
network of banks is as: important to the development of a country as a net- 
work of railways. That ison page 14. I presume you adhere to that 
opinion ?—Yes, in a general way; but of course it may be that too many 
branches have been established in particular localities. 

But this privilege of the Scotch banks of issue enabling them to estab- 
lish branches is beneficial to the public of Scotland, as well as to its com- 
merce ?—Speaking generally, without any question. 

In the same book, on the next page, you make some observations with 
regard to the non-formation of any new banks in Scotland. Do you ad- 
here to the opinion there expressed, that the power to issue notes is not 
essential to the success of a bank; that it is not from the want of that 
power that banks established in Scotland have failed to succeed, and that 
the very small margin of profit made by the existing banks scarcely ren- 
ders it possible that any new bank could succeed ?—With regard to the 
first part of the question, the evidence given by Mr. Gardiner before this 
Committee was to the effect that he considered that it was not the note 
issue, but the fact of the existing banks having covered the ground so com- 
pletely that prevented the extension of banking in Scotland. Therefore 1 
think Mr. Gairdner’s evidence confirms that portion of my statement. 
With regard to the second point, I was not aware when I wrote of the 
peculiar position of the circulation of the Bank of Ireland, which has been 
stated, namely, that it supplies any new bank and non-issuing bank in 
Ireland with a convenient circulating medium accepted by all their cus- 
tomers, in the same way as the Bank of England notes are accepted in 
England, and in that sense making a difference between the banking in 
Scotland and in Ireland. 

With regard to the small margin of profit, Ido not wish to hear what 
Mr. Gairdner thinks, so much as you think?—I think Mr. Gairdner’s 
opinion, beyond question, is far more weighty than mine. 

But having written this paragraph, do you from your large knowledge 
of the subject still adhere to it in the general ?—In the main. 

By Mr. Saaw—Do you think improvements might be made advan- 
tageously in country banks as regards their circulation ?—I think the law 
might be altered with some advantage. 

In the direction of the Scotch system ?—The less the system is fettered 
by legislation the better it is for the country. 

You would allow them to issue against gold, and so on ?—I think that is 
involved, 
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Amalgamation ?—I think if security were required, that it would only be 
fair to allow amalgamation in the freest sense. 

You stated that the drain of gold from England affected the rate of 
discount. Do you think that it doesso to any appreciable extent ?—The 
figures I have given the Committee appear to me to show that the Scotch de- 
mand for gold has been coincident in time with the raising of the charge 
for discount at the Bank. 

Don’t you think there must have been some other disturbing cause /— 
I made every investigation to endeavour to ascertain if there were. I 
cannot find that these differences in the rate of interest existed before the 
year 1844, and the clearing-house returns appeared to me to show no particu- 
lar reason for it. 

In the case of the £1 note circulation, what amount of gold would be 
displaced ?—About a third. 

Then the entire note circulation of the three kingdoms would be some- 
thing like £80,000,000 /—Yes. 

Don’t you think that where there is a privilege of this kind granted by 
the state that it would be a fair thing to impose publicity of accounts ?—I 
think that as private banks have been allowed to carry on their present 
business over 100 years, and some longer withont publishing their accounts, 
that any legislation on the subject ought to be very carefully considered. 

By Mr. Leveson-GowEr—There has been a great stress laid on the 
advantages of an issue in the way of advertisement ?—It is not so much in 
the way of an advertisement only. Possessing a note issue enables a banker 
to carry on his business- without making many small charges to his 
customers. No banker likes to make small charges to his customers. 
The advantage lies in a great many points. 

You believe local issues are an advantage to the public of England }— 
Yes, I am of that opinion. 

You are of opinion that he local issues of Scotland are of a like advan- 
tage to Scotland ?—Beyond question. 

Would you therefore be opposed to depriving the Scotch banks of their 
issue ?—I think it would be scarcely politic to propose to withdraw any 
advantages which the Scotch banks may possess. 

You said monopoly is a disadvantage to the public?—In one sense it 
may be so regarded. It limits competition. 

The disadvantage of monopoly in Scotland is that it limits competition 
in Scotland, but keeps the banks out of England ?—I must leave the Scotch 
bankers to take care of themselves. 

But if the sole evil of the monopoly is that it limits competition, tho 
only way of curing that monopoly is to do something to extend competi- 
tion, Does it not appear to you that the way you propose to cure the 
monopoly in Scotland is by establishing another monopoly in England ?— 
I do not think the banking business is a monopoly in England. There is 
a very sharp competition between English bankers, 

You think, then, there is plenty of competition already {—Yes, and the 
public have the full benefit of it. 

By Mr. 8. Luoyn—I understand from your tables that the rates of dis- 
count in Londori have fluctuated much more under one set of circumstances 
than another ?—I think if the provincial circulation did not exist, that 
the fluctuations which at present take place without any effect being 
caused on the central reserve of the country, would be transferred to the 
central reserve, and therefore that the reserve would be weakened at 
certain times by provincial demands. 

Why should not an increase in the note circulation be ‘of benefit to 
the public, if the Legislature should determine to admit a portion of 
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that circulation in £1 notes?—I think there are many objections to £1 
notes. 

Still, assuming such evils as the liability to forgery, and so on, I presume 
that if the Legislature should determine that a portion should be in the 
shape of £1 notes, the effect would not be less beneficial than £5 notes ? 

T cannot think a £1 issue would be beneficial. 

You were asked about monopoly. I presume you would not object on 
equal terms to have Scotch or any other persons, monopolists or not, com- 
peting with you so long as they possessed no special privileges /—We could 
object to no competition which meets us on fair and equal terms. 

Mr. Vivian—You gave a return of 59 banks in England, and also a 
return of 21 banks. Did the former include the 2L banks of issue ?—My 
impression is that it included some of them, but as the return of the 59 
banks has been destroyed, I can scarcely answer the question. 

Can you state what is the proportion of investments in first-class securi- 
ties in regard to the liabilities of a bank ?—That is a very difficult ques- 
tion to answer, and I think the reply must depend upon the circumstances 
of each district. 

Deposits being held at call ?—Deposits may be all nominally held at call, 
but the practice in one district may vary very largely from the practice in 
another district. In some districts people will practically leave their money 
from one year to another, and in another district they might require it 
at periodical intervals during the year. 

But viewed from the point of view of want of confidence arising when 
deposits of call may be withdrawn, what amount do you think ought to be 
invested in first-class securities, Government and otherwise ?—As there 
have been times when Government securities have scarcely been realisable, 
it is impossible to give a general rule. 

You cannot give the Committee any statement such as the Scotch banks 
have given in regard to the investment of the estates of these 59 banks ?— 
It ot not in my power to do so : I did not go into that part of the question 
at all. 


Do you consider that where notes are issued under the authority of the 
State, gold should be held against those notes?—What proportion would 
the hon. gentleman propose? I think there is no doubt the State should 
be in a position to meet every demand made upon it. I do not think that 
it would be in any way desirable that less than half of the State issue 
should be held against the gold. 

You think one-half at least should be absolutely held in gold ?—I think 
one-half, beyond question, but the State could make no profit whatever 
from a circulation so secured. 

Do you regard our present issue cf Bank of England notes as in any 
respects a State issue ?—It is a legal tender, and I hardly know how far 
that makes it a State issue or not. 

The Scotch bank note stands in the same respect as being a legal tender ? 
—tThere is no legal tender in Scotland but gold. The notes of the Scotch 
er are not legal tender any more than those of the English previncial 

anks. 

Then the holder of a Bank of England note and the holder of a Scotch 
note stand in this different position, that the State is really liable for the 
payment of the Bank of England note, but it is in nv way liable for the 
payment of the Scotch note ?—Beyond question the position of the two 
holders is different. The holder of the Scotch note is in exactly the same 
position with the holder of an English provincial note. 

Do you consider any advantage accrues to the public from note circula- 
tion ?—I think the possession of a note circulation enables a banker to 
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conduct his business on more favourable terms to the public advantage 
than if he had no note circulation. In that sense, and also as regards the 
convenience to the public by the use of the notes, there is an advantage. 

In point of fact, it creates a capital which the banker may use for the 
benefit of the public?—I think the amount of the English provincial 
issues is so small in proportion to the total capital held by bankers, that 
it can hardly be looked upon as providing them with any additional 
capital, 

You do not consider any advantage would accrue to the public from 
English bankers increasing their issue of bank notes in England ?—That is 
a wide question; I think the existing issue corresponds with the wants 
of the public. 

The sequence of that would be that no more issue is required ?—I think 
the existing issue supplies the wants of the country. 

By Sir 8. Norracore—How far do you consider the private bans can 
now amalgamate without losing their right of issue? Supposing there are 
two banks, each with five partners, and that one gentleman from each 
joins the other, so as to make the number of partners six, would the 
right of issue be retained ?—Yes; under the Act of 1844. But if a joint- 
stock bank were to amalgamate with a private bank, the former would 
lose its right of issue; or if two joint-stock banks amalgamated, one of 
the joint-stock banks loses its issue. In consequence of this anomaly in 
the law, the result has been very uncertain in its working over the country. 

With reference to your own bank, I understood you to say that there 
were four distinct partnerships, but that certain partners were partners in 
all the four concerns 7—Yes; and each partnership has its separate right 
of issue. 

Making in the aggregate ?—£261,109., 

By Sir J. Lussock—Are you prepared to give any opinion upon the 
question of a Scotch bank selling its right of issue ?—I think the evidence 
before this Committee shows that a Scotch bank which parted with its cir- 
culaiion could not exist. It is a matter of necessity to a Scotch bank to 
have the power of circulation. Therefore such a state of things as that 
alluded to in the question could, asa matter of fact, scarcely occur. 

It has been said if the £1 note was withdrawn from circulation in 
Scotland, the banks could not maintain the same number of branches which 
they now have ?—I think that would be so. 

How many English banks opened in Scotland?—I don’t think any 
English banks could open in Scotland with any chance of success. Two 
English banks endeavoured to do so, but they found it impossible to carry 
on their business. 

Mr. CampsELi-BaNNERMAN—Were they English banks ?—I think they 
were companies formed in England. ; 

They were not English banks already established wishing to extend to 
Scotland ?—I don’t think any English bank has ever ventured to do so, 
although I have no practical knowledge on the subject. 

Sir Jonw Lussocx—In your opinion, the establishment of Scotch banks 
in England would not tend to increase competition, because the Scotch 
system would tend to diminish the number of banks, therefore, of compe- 
tition ?—I think so. 

The average amount of gold held by the Scotch banks over and above 
their notes is about one million, and their liabilities are eighty-five millions. 
Do you think that state of things could exist apart from the special pri- 
vilege of banking which there is in Scotland ?—I do not think they could 
be satisfied with this small amount of gold unless they knew they could get 
a ready supply from England. 
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What is the amount of gold held by the English banks ?—I think the 
amount of gold held by the Scotch banks as shown by returns is about 
£4,000,000, and there is another million in circulation. That would be 
£5,000,000, and if the proportion of gold held in England was the same 
per head as it is in Scotland, that would give a circulation of gold in Eng- 
land of £32,500,000, whereas it is estimated that the amount of gold which 
does exist in England and in reserve is £115,000,000, therefore we hold 
£82,500,000 in England more than our proportion according to popu- 
lation. 

When a bankruptcy of a bank takes place in England, the nationality of 
the partners is not named ?—Certainly not. 

So that if an enterprising Scotch firm comes to London and fails, the 
partners appear amongst the list of English bankrupts /—Yes. 

And there have been failures of Scotch banks during the last century, 
have there not—just the same as there have been failures of English 
banks ?—There have been. 

Has your aitention been drawn to a statement which has been put in 
by Mr. Gairdner as to the comparative charges of English and Scotch 
banks ?—I have seen the paper. 

Do you admit the principles upon which the calculation is made ?—The 
statement appears to me to go astray from the very beginning, because 
there is a vast difference in the manuer in which banking business is carried 
on in England and the manner in which it is carried on in Scotland. In 
England, for instance, the district over which banking extends is usually 
very limited; while in Scotland it is usually very large. I think that 
Mr. Gairdner’s statement, taken as a whole, is not one upon which this 
Committee ought to rely to form a judgment. I do not think for one 
moment that he intended to lay before the Committee anything that would 
would cause them to form an incorrect judgment as to the position of the 
banking of the two countries, because there is nothing more difficult than 
to draw up a statistical statement which is absolutely fair; but I think 
he has accepted statements based on the results shown by a few English 
banks without inquiring. 

By Mr. Anprrson-—You think it is unjust that the Scotch banks should 
come to England. Does your opinion go so far asto say that those already 
established should be given up ?—That is a question for Parliament to decide. 

Do you decline to give any opinion on the point ?—I say it is a question 
for Parliament. 

Do you find the circulation of your own bank extend much beyond your 
own district ?—We do not. 

By Mr, CampsBeLL-BaNNERMAN—It is not the interest of the English 
banks to go to Scotland so much as it is for the Scotch banks to come to 
London ?—I judge that is so by the fact that the English banks have not 
gone to Scotland. 

Mr. MvutHoritaxp—The answer which you -gave with respect to the 
advantages to the public from a provincial issue was this, that where there 
was an exceptional demand for currency at certain periods of the year, 
they have the power to issue a given amount of paper without having gold 
opposition to it, and that therefore the strain upon the banking reserve in 
‘London was diminished ?—Certainly. 

I see that the amount of their excess of issue in the months of October, 
during the average of the ten years, is only £257,000?—But the hon. 
member must not exactly calculate it in that way. It depends upon the 
difference between the power of rise in any individual bank from the lowest 
point to the highest point. I gave an instance of our own bank ai Yar- 
mouth, J may also mention the case of a bank in the North of England 
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where they annually meet the pay of a lead mine in the same manner 
from their loca] issues. I have also before me the statement of a bank in 
which the actual issue in the course of 1874 was only £59,851, but the 
lowest point in the issue of that bank was £44,339, and the highest point 
was £86,020, from which the hon. gentlemen will see that there may be 
very large variations in the issues of an individual bank, which are 
apparently covered by a small aggregate rise. 

At the same time the advantage which you have referred to is merely 
the advantage arising from the power to issue a further portion of paper- 
money unrepresented by gold?—It is the advantage, as I understand it, 
arising from the fact that those demands are not centralised on the Bank 
of England in this manner. I think that, as a matter of fact, the manner 
in which the business of a country is centralised upon one individual re- 
serve, has a disadvantageous effect; that apparently small influences may, 
nevertheless, produce large results in their working. 

Do you not think that the fluctuations to which you have referred ought 
to be more attributed to the smallness of the banking reserves in propor- 
tion to the total banking transactions of the country ?—That is a very 
large question, and 1 think that'I ought not to be asked as to any opinion 
respecting the reserve of the Bank of England, which, I take it, isincluded 
in the hon. gentleman’s question. 

Do you think that it would be desirable on the faith of the exceptional 
demand for Scotland if the average were spread over a larger period for 
which the gold had to be kept ?—I think that a longer average would be a 
great advantage, and probably an annual average will be sufticient to meet 
the wants of the case. 

And the same for the Irish banks ?7—Certainly. 

Mr, BacknousE—On Thursday you answered as to the ciapital and de- 
posits of joint-stock banks in England; from inquiries wh ch you have 
made confidentially, are you of opinion that the capital and deposits of 
private banks have also increased in the last thirty years ?—Certainly ; in 
about the same proportion. 

In answering the hon. member for Glasgow on the last occasion with 
regard to the average amount of gold held by banks of issue against their 
notes, have you any further explanation to give ?—On further consideration 
I think that the non-issuing bank would have to hold a larger proportion 
of gold than the issuing bank. 

But, practically, all banks of issue having much larger business than 
their amount of issue, which is very small relatively to the rest of their 
business, they have not to hold either bank notes, or gold specially against 
that. issue /— Practically they hold the amounts that they retain agaiust 
their business liabilities generally. 

Banks of issue in this country frequently hold a much larger amount 
both of gold and Bank of England notes, than the whole amount of their 
issues, do they not !—Beyond any question they generally do. 

Are the bank-notes of the Bank of Prussia legal tender or not ?—They 
are not a legal tender, nor the bank-notes of the Bank of France, in the 
ordinary state of things. 

Have you any knowledge of the banking system of Sweden ?—The 
banking system of Sweden is so remarkable, that I think some points in it 
may be mentioned with advantage. It is a system in some respects cor- 
responding to that of Scotland, but it has one great adyantage, that it is a 
self-contained system. I mean that it does not lean on another country to 
provide it with a supply of the precious metals, but that it takes care to 
hold enough for its needs. There is a note circulation in it which has a 
very high credit, and which amounts to about £1 per head of the whole 





200 Banks of Issue. 


population. The main feature in the Swedish law points, not to th 
security of the note circulation alone, but the security of those who deal 
with a bank in any form. The Swedish banking law owes its existence very 
largely to the exertions of Mr. Wallenberg, a very able banker in Stock- 
holm, who is also a member of the Upper Chamber of the Swedish Diet. 
The law as it stands, was largely modified, as I understand, through his 
exertions. I may mention that there is precisely the same tendency to 
amalgamation amongst the Swedish banks, as there appears to exist among 
the Scotch banks. In 1872, according to statements which are published 
with an exactness which exceeds that of any other country in the world 
with which I am acquainted, there were 41,250 banking accounts in 
Sweden, that is to say, one to every 100 of the population. In 1875, the 
number of depositors had increased to 90,520, that is to say, to one in 
forty-four of the population, and the amount of deposits in the 
banks had gone up in that interval of three years from £5,000,000 
to £8,000,000. The Swedish law appears to me to have some very 
useful points in it. One point in it refers to a matter which was 
endeavoured to be attained in this country through Mr. Leeman’s Act, as 
to the transfer of shares in joint-stock banks, and I venture to think it 
might be of use to the Committee if the banking law of Sweden were in- 
cluded in my evidence. I can place it before them either in the original 
language or in a translation, including the latest amendments, which was 
published only a short time ago, as may be most convenient to them. I 
shall have much pleasure in including it in my evidence. 

So you think that it would be possible to assimilate the banking law of 
England, Scotland, and Ireland ?—I hardly see how it is possible to do so, 
it is absolutely impossible, as it appears to me, to allow the issue of £1 
notes in England, and therefore I think that on that point we cannot ever 
look to the assimilation of the law of the three countries. As gold is the 
only legal tender in Scotland and Ireland we might approach assimilation 
in one point if we made gold the only legal tender in the payment of pro- 
vincial notes in England. In that sense I think we might approach 
similarity. I think also thai the power of amalgamation, which has been 
extended, as it appears to me, with great advantage in Scotland, might be 
allowed in its fullest sense to England; that is to say, that any English 
bank should be permitted to part not only with the whole of its issue, but 
with any portion of its issue if it desired to do so. I think also that the 
license duties which have been shown to differ very widely in the three 
kingdoms, ought to be reconsidered, and that they might be assimilated in 
further legislation upon this subject. 

Have you any information as to the amount of foreign bills floating 
in this country /—The amount of foreign bills floating in this country at 
any time is difficult to ascertain, but I have endeavoured to ascertain the 
amount through an estimate formed upon the amount of stamps issued. It 
appears to me that the estimated amount of foreign bills floating in this 
country is about £70,000,000 at atime. I cannot help thinking that it 
might be desirable if arrangements were made for holding bills in this 
country upon the principle of foreign centres of exchange. At this time, 
as I understand it, the practice is that all foreign bills in London are sold 
twice a week, upon Tuesdays and Fridays. Between those days, from the 
best information which I can obtain, there are scarcely any foreign bills 
floating in London. I think it is very desirable that a larger amount of 
these bills should be held in this country, but it would hardly be 


possible to arrange that this should be done through any legislative 
enactment. 


_ The Committee again adjourned. 














